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Conservative Progress 


VER since this House was founded, in 1882, 

the policies and practices of S.W. STRAUS & 
Co. have been dominated by one important princi- 
ple —that of conservative progress. 


We have never been satisfied to “let 
well enough alone”. We have con- 
stantly developed and perfected new 
safeguards for the funds of our clients. 
We have steadily built up this institu- 
tion, not merely in size but in strength 
and stability, till it occupies an impreg- 
nable position of leadership in its field. 


We suggest that you will find it to your advantage 
to learn more about S. W. STRAUS & CO. and the 
sound first mortgage bonds we offer, netting at 
present about 6%. Write for our current offerings 
and our new booklet, “Investing for Safety’. Specify 
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S.W. STRAUS & CO. 


ESTABLISHED 1882 INVESTMENT BONDS INCORPORATED 
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LLOW the small investor to take advantage of market 
opportunities. 
They enable the larger investor to diversify his holdings, 
thereby increasing margin of safety. 
Our new booklet which explains the many advantages offered 
by Odd Lot Trading furnished on request. 


Ask for M.W. 291 


100 Share Lots 


Curb Securities Bought or Sold for Cash 


John Muir&© 


5 B d pee — — Stock Exchange 
New York Cotton Exchange 
0 roa way Associate Members: New York Curb Market 








New York 


Progressive Management 
Standard Gas & Electric Co. 


— HE 14 major subsidiaries of this large pioneering many innovations and develop- 
company are under the engineering ments of extreme value to the public. 
and management direction of an organiza- Complete publicity; customer ownership; 
tion ‘of experienced specialists, long superpower plants; widespread extensions; 
possessing a national reputation for far- rural electrification; reasonable rates; en- 
sighted ability. lightened public relations policies—all have 


The management-engineering organization been characteristics of such management. 


is owned by Standard Gas and Electric 
Company, thus assuring the permanence of 
competent and progressive management. 

Conservative financial direction has not 
prevented this great utility system from 


Today with 260,000 investors; nearly 114 
million customers; 144 power plants with 
144 million H.P. installed capacity; opera- 
ted companies serve over 1,200 communi- 
ties in 19 States. 





Investment in Standard Gas and Electric Company assures the pro- 
tection of wide property distribution and specialized, long experi- 
enced management. Send for new 32-page illustrated booklet BR-377 


H. M. Byllesby and Co. 
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Falling Commodity Prices 
increase the Burden of Distance 






i paatoier rates are based on ton- extra dividends drawn from the tre- 
nage. As prices drop, rates rise | mendous profit-possibilities inherent 
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your merchandise. More than ever, 
the need for decentralized produc- 
tion and distribution is emphasized 
by the major price recession now 
in progress. 


More than 800 of America’s out- 


portation put the whole rich South 
at their finger-tips. Economies in 
labor, power, taxes, raw materials 
any many another factor lowered 
their overhead costs, increased their 


profits. 









standing concerns, wanting the extra 
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Sent free 





Jndustrial Headquarters of the South — 


ATLAN ZA 








MAY 21, 1927 99 











Get This Timely Book FREE 


WHEN TO SELL TO 
ASSURE PROFITS 


A new book; 160 pages, rich flexible cover lettered in gold; profusely illustrated with 
graphs and tables clearly explaining the way to make profits and—above all—when to 
convert them into cash. The contents are new and fresh and have never before been 


published either in The Magazine of Wall Street or in any other publication. 


66 HEN to Sell to Assure Profits” presents new principles, as well as improvements upon old ones—based on the 
new market developments of the past several years. With the tremendous increase in the number of listed 
and unlisted securities—with new industries continually springing up—with the succes of many of these depend- 

ent upon conditions in allied or supporting industries,—it is necessary for the investor to have tested principles that will 

enable him to profit under these new conditions. This new book tells you in simple business English, how to select 
the most favorable industry today and the most profitable investment in that industry. It also covers fully that most 
important principle neglected by investors (who too often are only good buyers) “When to Sell to Assure Profits.” 

The recent market movements of active securities are used to illustrate the actual working out of these principles. “When 

to Sell to Assure Profits” is intensely interesting,—fundamentally sound—and easily understood. You will want to read 

and re-read it many times. 

We have selected this volume for our Special Offer at this time because its timely, practical appeal and simple presentation 

make it a book that every businessman-investor and trader will appreciate and use,—especially as it contains many of the 

principles upon which the experts of THE MAGAZINE OF WALL STREET base their judgment in the selection of 


securities for our readers. 
CONTENTS 


Preface— Vil—New Industries and Promotions—How to Determine 


I—Requirements—Personal and Marketwise for Suc- Whether Sound Promotions Are Overpriced. 
poe Investing and Trading. Vill—Mechanical Market Alds—Thelir Uses; Limitations. 


\I—Long and Short Perspectives—Law of Supply and 1X—Business Developments and Prospects Which Fore- 
Demand—Forerunners of Important Changes in tell Security Market Movements. 
Trend. X—Uncovering Bonds That Offer Big Market Profits, 


Well as Income. 
111—Detecting Buying Points in Long Swings. xI— onl h Wh . 
1V—Detecting Buying Points In Short Swings. iniea tareee” ro oo ig eienrsilin Minato 
V—When to Sell to Assure Profits ; Xli—Interest on Invested Capital—An Invisible Leak of 
Vi—Choosing the Most Favorable Industry and its Profits. 
Most Attractive Security. Xttl—Lessons of the 1926 Market. ? 


This Book Is Not for Sale. You can secure it only through our SPECIAL FREE OFFER 


This Book Will Help You 


The present high market levels make this book tremendously important, for upon the correct gauging of selling points hangs 
the answer to the question whether. you will reap the greatest benefits from this great bull market—whether you will sell 
at the peak—whether you will turn your paper profits into real profits measured in hundreds or thousands of dollars. 


This Offer Good for 15 Days Only 


SPECIAL OFFER:—If you will drop the attached coupon in the mail with your check for $7.50— 
the regular annual subscription price—we will send The Magazine of Wall Street for one year, and also 


send “When to Sell to Assure Profits” ABSOLUTELY FREE. 
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An Important Additional 
Feature FREE 


As a regular subscriber you will 
be entitled to all the privileges 
of our Personal Inquiry Depart- 
ment. This means that you may 
write or wire us for a personally 
dictated opinion on any listed 
security at any time. Use the 
coupon for your first inquiry. 


Special Acceptance Coupon 


THE MAGAZINE OF WALL STREET 
42 Broadway, New York 


Se aS ae aS Oe 


I accept the opportunity to secure the new 160-page book “WHEN TO SELL 
TO ASSURE PROFITS”—especially valuable at this period of high prices—ab- 
solutely free. I inclose $7.50 for one year’s subscription to The Magazine of 
Wali Street to commence with the current number. 


Being entitled to the privileges of your Free Personal Inquiry Service, I shall 
be glad to have you give me an expert opinion on 
which I (1) Bought at $ 0 as an investment 


May 21 oo to buy O as a speculation 
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EARS of experience with 
©"! the habits of investors 
i7i have convinced us that 
only a minority exercise 
any real restraint in the 
purchase of their securi- 
ties and that an even smaller 
number supervise their holdings 
intelligently. The assumption 
among the rank and file of in- 
vestors probably is that their 
investments will wear well, and 
that all that is necessary is to 
check up once in a while on price 
fluctuations. 

The same investor, should he be 
a business man, knows however 
that unless he makes a painstak- 
ing and detailed examination of 
the state of his business periodi- 
cally, he is apt to find its value 
seriously depreciated. If a pro- 
fessional man, he appreciates 
fully the never-ending necessity 
of watching over his practice lest 
it fade away altogether. 

All things which live require 
nourishment and tending, else 
they die. So with investments. 

We have attempted to show in 
countless instances in this publi- 
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Holdings 


cation that the only thing which 
is permanent in the investment 
field is change. It is the one 
thing on which the investor may 
count with absolute assurance. 
Hence, the prime necessity of al- 
lowing for the possibility of 
changes in the value of securities 
in the course of time. The value 
may increase or it may decrease. 
If it increases, all is well but sup- 
pose it may decrease. This is the 
ever-remaining possibility. This 
explains then why it is vital to 
examine your investment holdings 
frequently, for even good securi- 
ties have a way of unexpectedly 
turning out badly. 

The care of an investment list, 
after all, is not much different 
basically from the care of a gar- 
den. We all know that no matter 
how well planned a garden may 
be, it will still require constant 
attention and supervision if it is 
to blossom. Your investment list 
requires just as much attention 
on your part. Business condi- 
tions change so rapidly as to 
bring about great adjustments in 
security values. It is only a mat- 





ECC CCRC CSCS MERGES 


TWO SECURITY FEATURES 
OF GREAT IMPORTANCE 


1. Ratings of Petroleum Securities 


All the leading oil stocks and bonds listed on the N. Y. Stock 
Exchange will be rated and classified as to investment position. 
Owing to the great uncertainty surrounding the industry at this 
particular time, these ratings possess the most timely value. 


2. How Leading Stocks Compare by Yield 
Here we have grouped leading and standard stocks by yields 
For comparative purposes, this feature is of in- 
estimable value as it presents essential data necessary for compari- 
son, and comment as to the market position and outlook for the 
securities covered. 


—JUNE 4 ISSUE— 





ter of self-protection to examine 
your list periodically for possi- 
bilities of structural weakness. 
The stock you bought several 
years years ago may have been a 
desirable purchase at that time. 
It may have fared well in the 
interim. Today, however, it may 
be at its peak and several years 
from now many points under 
what you paid for it. It may be 
advisable for you to dispose of it 
and place the funds in a more 
promising security. 

Of course, this all takes a little 
time and thought on your part. 
It may even require a very con- 
siderable effort on your part to 
ascertain whether your list is 
properly constructed. In any 
case, it will be well worth your 
while. It seems the most ele- 
mentary, duty on the investor’s 
part but it is surprising how 
many fail to see it that way. On 
our part, however, we stand ready 
to give within the limit of our 
power whatever counsel and as- 
sistance as may seem necessary to 
those subscribers who may desire 
it. 












































The lowest prices mn 


PIERCE-ARROW 


history 


Never were Pierce-Arrow motor cars so distinctive and aris- 
tocratic as they are today. @ Never before has it cost so 
little to own and operate a Pierce-Arrow. (@{ Yet, on ac- 
count of the recent price reduction, the Series 80 five-pas- 
senger Brougham is now selling at $2495 at Buffalo—tax 
extra. @ Other popular models of the Series 80 line are 
priced below any previous figure. 





5-Passenger Brougham 


nw $2495 


—a reduction of $500! 
The Runabout, now $2495 —a reduction of $400! 


Also new low prices on the 5- passenger 
Standard Sedan and the 4-passenger Coupe 


All prices at Buffalo, N. Y., tax extra 








Pierce-Arrow Series 80 cars have hand-ham- 
mered aluminum bodies covered with 14 
coats of nitro-cellulose lacquer. Luxurious 
appointments . . . silver finish hardware... 
handsome vanity cases. Wide range of color 
and upholstery choices. 7o-horsepower en- 


. Houdaille double-acting shock 
absorbers . . . special Pierce-Arrow four- 
wheel safety brakes. 14 to 17 miles per 
gallon of gasoline, 15,000 to 18,000 miles per 
set of tires. Nation-wide Pierce-Arrow flat- 
rate service effects great operating economy. 


gine. . 


Special Pierce-Arrow payment plan makes ownership easy 


Tue Prerce-Arrow Motor Car Company, Buffalo, N. Y. 
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INVESTMENT & BUSINESS TREND 


Opportunities Grow Rather Than Diminish—A Confused 
Business Trend—Money Conditions—Profits in Bonds 
— Commodities and Earnings —- The Market Prospect 





~1OMPARISON of economic conditions 
in this country today with those of a 
generation ago would superficially 
seem to indicate that opportunities 
for private business initiative have 
diminished. Those were the days 











when American industry was at the thresh- 


hold of its great prosperity and when young 
men who were fortunate enough to possess 
vision and power benefited hugely through 
the swift development of American business. 
Looking back it seems as if it must have been 
much easier for the large fortunes of Amer- 
ica to have been built up at that time than 
might be possible today. America is over- 
crowded with industry, competition is fierce, 
small businesses find it difficult to resist the 
inroads of powerful corporations which 
stretch from the Atlantic to the Pacific. Yet 
there was never a greater premium on brain 
power than today and never were the re- 
wards of real ability so large. The problems 
involved in large-scale business management 
are so intricate, so much depends on their 
solution, that corporations are willing to pay 
fabulous sums in a limited market for the 
brains that can meet the severe conditions of 
modern business. As a group, efficient cor- 
poration executives are given ample oppor- 
tunity to prove their prowess in the field of 
business. There are tens of thousands of 
such opportunities today where few existed 
a short generation ago. It may be true that 
it is more difficult to start in business today 
than it was at the beginning of the century 
but with a trend clearly established toward 
large scale business at the expense of small 
unit business, it is equally obvious that if the 
same inducements no longer exist toward the 


~ 


establishment of private business as former- 
ly, a new type of opportunity, considerably 
more profitable, has come to take its place. 
And, in the final analysis, the opportunity 
exists on a broad scale to participate in the 
profits of big business through share owner- 
ship. If, then, in the distant future, most of 
the business of this country should be con- 
centrated in its corporations, the private in- 
dividual will still stand to gain for by that 
time he will be the absolute owner, as well as 
manager, of the nation’s business. 
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ARTIALLY §accent- 
uated by the distress- 
ing flood conditions 

along the Mississippi, business conditions 

have taken on a quite irregular aspect. The 
steel industry reports a falling off in produc- 
tion and orders, the oil industry is depressed, 
railroad earnings show a moderate decline, 
automobile buying is somewhat heavier than 
recently but considerably below last year’s 
showing, furniture is less active and canning 
is still in the doldrums. On the other hand, 
except in the flood regions, retail buying con- 
tinues fairly heavy, cotton goods manufac- 
turing is exceptionally heavy, leather and 
shoes are somewhat better. Price changes 
are moderate but, on the whole, downward. 

Employment is still good but labor distur- 

bances, principally in the building field, are 

commencing to materialize. The soft coal 
strike has by no means reached a conclusive 
stage and seems destined to abide with us for 

a considerable period. Earnings reports of 
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important corporations for the first quarter 
show a slightly more mixed tendency than 
was true of the same period last year. Pres- 
ent irregular conditions are seasonal to some 
extent and some allowance must be made for 
this factor. Nevertheless, a trend toward 
slightly lessened production and demand 
seems already established and is likely to 
mark the situation during the next several 


months. 
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MONEY HERE have been 
CONDITIONS no conspicuous 

changes in money 
market conditions. Earlier in the month 
there were heavy withdrawals by banks re- 
sulting in a temporary run-up of call rates 
but this has subsided. Time money rates 
continue at 4-4144% and commercial paper 
is quoted at the same rate. Brokers’ loans 
are at the figure of 2.8 billions and their 
tendency to increase despite several drastic 
market recessions indicates that stocks are 
successfully being passed into the hands of 
the public. Demand for funds for commer- 
cial funds is not as high as might be expected 
at this time. Probably, were it not for the 
fear of stimulating stock market speculation 
at present high levels, the Federal Reserve 
rediscount rate would have been lowered. 
Conditions now, however, favor its retention 
for atime. No important change is expected 
in the money market. 
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BOND ELUCTANCE of inves- 
PROFITS tors to make heavy 
commitments at the 
present high level of sound bonds has en- 
couraged a switching movement into the 
more speculative issues. Furthermore, stock 
speculators who are now somewhat sceptical 
of the position of the market, have turned 
their attention to the possibilities in second- 
grade and speculative bonds. The situation, 
of course, is purely speculative. However, it 
seems desirable to point out that good-sized 
profits may still be had in bonds, provided 
purchases are carefully discriminated. 


COMMODITIES 
AND EARNINGS 


HE trend of 
commodities 
and its influ- 
ence seems to be increasingly reflected in 
current corporate earnings and stock price 
movements. Low oil prices have undeniably 
seriously 2ffected oil company earnings and 
stocks. Steel price irregularity has produced 
a feeling of some uncertainty as to the out- 
look for steel earnings. On the other hand, 


the slowly growing strength of sugar prices 
presages an improved earning power for 
these companies and, consequently, higher 
market prices for the sounder issues. In- 
creased firmness in hides and leather would 
normally bring about larger earnings for 
these companies. Dullness in copper prices 
is responsible for an almost stable earnings 
position in regard to the larger companies 
and, consequently, an uninteresting market 
situation. Higher sulphur prices have 
brought about a strong movement in sulphur 
shares. In this rather uncertain period, it 
would pay to closely follow leading com- 
modity price trends as they are bound to have 
an appreciable effect on earnings and market 


position. 
me 


HE interesting dis- 

closure of President 
Simmons of. the 
N. Y. Stock Exchange that total stock values 
as listed on the Big Board had shown a de- 
cline since the November, 1925 highs points 
attention to the so-called “averages” prepared 
by various newspapers and services. These 
“averages” indicate that the market is today 
at its highest and that with the exception of 
several bad breaks in 1926, the bull market 
still continues. Thus there is a very vital 
discrepancy between President Simmons’ 
statement and the story told by the “aver- 
ages.” Perhaps the answer is in that the 
Stock Exchange figures represent the total 
body of listed stocks whereas the “averages” 
are concerned with an arbitrary grouping. 
Most “averages” today, however, represent 
nothing but themselves; that is to say, they 
are hardly as representative of general stock 
movements as they are of the type of stocks 
of which they. are composed. Hence, their 
significance is necessarily limited. It is un- 
fortunate in that case that so much attention 
be given these “averages” since they prob- 
ably create a rather misleading impression 
of the market status. THE MAGAZINE OF 
WALL STREET’S own index, if we may be 
pardoned for so saying, is perhaps superior 
to the rest in that its large representation of 
active and standard issues comes close to be- 
ing a fairly accurate cross-section of the 
market. It is our opinion that this should 
be the main function of a stock “average.” 
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“AVERAGES” 


THE MARKET A COMPLETE 


PROSPECT analysis of the 
position and 


outlook for the stock market will be found 
on page 106. 
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S)HE remorseless sweep of the Mississippi 

iH may have shattered illusions as to our 

ability to cope with nature in its more fe- 

rocious moments. Nevertheless, despite the 

serious loss in life and property, it has had 

a certain value in acquainting Americans 

with the essential economic stability of this 

country. In this respect great strides have been 
made in the past quarter century. 


Most of us remember the semi-panic which fol- 
lowed the San Francisco earthquake disaster and 
the precipitous decline in security prices which was 
the aftermath. It is significant that after almost a 
month of steadily accelerating bad news from the 
stricken sections along the Mississippi, aside from a 
natural and deep sympathy with the unfortunate 
inhabitants, which takes and should take the form 
of active aid, business interests have taken the shock 
with calm. Security prices have practically been un- 
touched and the business life of the nation, except 
in the flood districts, has proceeded normally. 


This rather quiet reception of precisely that type 
of situation which years ago would have produced an 
anxious feeling in business circles is due no doubt 
to the general realization that the nation’s wealth 
has grown to such titanic proportions that the un- 
fortunate loss of even several hundred lives or a 
hundred million dollars through a calamity such as 


the Mississippi flood can have but a small effect 
on national prosperity. It is probably safe to as- 
sert that no other country in the world could so 
easily withstand a disaster of first-rate proportions. 
The Japanese earthquake, for example, was undoubt- 
edly the origin of present Japanese financial distress. 


We have seen that not even a protracted war 
whose cost in lives and. money has been colossal 
could impede the steady growth of national wealth. 
We now commence to appreciate that even so dis- 
tressing an occurrence as the present flood can have 
no appreciable effect on the.nation’s business life. 
In these circumstances, it seems only logical to as- 
sume that there is every reason for thorough-going 
confidence in the economic destiny of this country. 
There may be further disturbances of one sort or 
another but we have shown that we know how to 
overcome their effects and proceed on to new heights 
of national prosperity and well-being. 





Far-Reaching Effects of New 
Market Factors 


Public Confused as to Security Outlook but 
Facts Are Obtainable Through Real Analysis 


By E. D. KING 
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(This is the third of a series of 
articles covering the essentials of the 
business, agricultural, security and 
financial situations. The first article on 
the position and outlook for twelve 
leading industries was published in the 
April 23 issue. The second on the three 
major crops appeared in the May 7 
number. The fourth article on the gen- 
erel financial and business outlook will 
appear in the next issue.—EDITOR.) 


the New York Stock Exchange Pres- 

ident Simmons made the observation 
that, contrary to the belief of most peo- 
ple, 1926 did not represent a bull mar- 
ket for stocks. Rather, as based on his 
analysis, it appeared that there was 
some slight loss of ground for the total 
volume of securities represented on the 
Exchange. 


I’ his last report to the governors of 


A New In a recent edi- 
Characteristic torial, the writer 

aftercareful anal- 
ysis of the marxet history of 817 
separate listed common stocks, made the 
observation that 600 lost 7,188 points 
from their 1926 highs until April 1, 
this year, and that 217 made gains of 
1,628 points, an average loss and gain 
respectively of 12 and 8 points. The 
conclusion was that the “market” had 
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lost its old-time characteristic of mov- 
ing in a given direction to a striking 
degree and that stocks were showing a 
steadily increasing degree of inde- 
pendence in their market movements, 
so much so that the various members 
of the same market group no longer 
showed a tendency to fluctuate to- 
gether. Where once almost the in- 
variable rule, it seemed the exception 
for the members of a group to move in 
unison. 

Further analysis shows this situa- 
tion to be a logical outcome of the 
tremendous increase in the number of 
securities listed during the past few 
years on the N. Y. Stock Exchange. 
The following table gives a compre- 
hensive picture of the great increase 
which has taken place: 


Separate Stocks Listed on the N. Y. 
Stock Exchange 


During this period, stock listings 
have increased about 100%, contribut- 
ing to a situation which has created a 
group of markets rather than a single 
market. Where in former years, the 
paucity of issues made manipulation of 
the entire market comparatively simple, 
today it would be beyond the powers 
even of the most formidable financial 


combinations. The “bigness” of the 
market may also be indicated by the 
following record of yearly volume of 
trading: 


In Millions of Shares 


The influence of individual stocks has 
tended to diminish in proportion as the 
total list of issues and trading transac- 
tions increased. This applies with 
hardly less force to the influence of 
individual issues on the members of 
their nominal groups as it does with 
regard to their influence on_ the 
“market” as a whole. 

The merest casual analysis of stock 
movements during the past year will 
show that there have been as many 
stock declines as advances. Hence, the 
futility of discussing the stock market 
in general terms. A real analysis of 
its position and outlook would neces- 
sarily have to turn about the situation 
regarding individual issues and, to 4 
slight extent, the position of the 
specific groups. 

For example, according to THE 
MAGAZINE OF WALL STREET’S Common 
Stock Index, the automobile group of 
stocks is selling some 25% below its 
1926 high, yet General Motors is selling 
at its highest point in history. The 
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department store group is some 25% 
below its 1926 average high, yet Macy’s 
is quoted at record prices. In the 
amusement group, Famous Players has 
lost ground but Loew’s has made a very 
considerable advance. Even among the 
railroad groups there have been diverse 
movements, some of the Southern rails, 
for example, selling at lower prices 
than last year, and several others at 
higher prices. But the railroad group, 
as a whole, however, has been more 
uniformly strong than any other im- 
portant group. 


If we go further 
into breaking up 
the market into 
small groups and 
individual issues, 
we will note the rather significant fact 
that those stocks whose companies 
possess the strongest banking affilia- 
tions have been, on the whole, the 
strongest in their market record. It is 
a curious fact that practically the en- 
tire group sponsored by J. P. Morgan, 
for example, has made striking gains. 
Lesser banking houses have not fared 
so well with their “pets.” This, how- 
ever, merely throws an_ interesting 
sidelight on the stock market and does 
not necessarily give a clue as to the 
future of stock movements. 
Nevertheless, the subject has some 
value inasmuch as it indicates the im- 
mense power of credit in shaping 
security prices. Never before, perhaps, 
has the influence of money been so 
paramount in the stock market. It 
may easily be proved that in the case 
of issues which have made the most 
striking advances, there has been no 
proportionate advance (with excep- 
tions) in earning power. This is not to 
say earning power of large corpora- 








How business 
was done on the 
Stock Exchange 
in the early 
50’s. Floor of 
the Exchange 


during one of 


the regular 


“calls”. 


Reproduced from an old 
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tions has not increased but rather that 
these earnings have not increased as 
rapidly as stocks have advanced. This 
has been particularly noticeable in 
1927, the first few months of which 
have not reflected any general increase 
in earnings without at all in any way 
affecting the continued advance in the 
market favorites. The answer is to be 
found in the cheapness and availability 
of credit with which to finance stock 
market operations. Obviously, those 
vehicles of speculation have been 
chosen which represent the strongest 
and best among industrial enterprises. 
The rest have been allowed to shift for 
themselves and it is a significant com- 
mentary on the workings of the market 
that when left to the natural law of 
supply and demand, they have gravi- 
tated downward to their true level of 
value. 


The record of brokers’ 
loans throws an inter- 
esting light on the situ- 
ation. Before the severe drop in stock 
prices in the Spring of 1926, the peak 
for brokers’ loans was almost 3.2 bil- 
lion dollars. Owing to the subsequent 
deflation in stock prices they declined 
to as low as 2.4 billions in June at 
which point they started to climb with 
minor set-backs until they now reach 
2.9 billions. During this period, many 
stocks declined while others advanced. 
Obviously, the gains in market value 
more than offset any losses which oc- 
curred, or brokers’ loans could not have 
increased by about 400 millions in less 
than a year. Analysis, however, in- 
dicates that this increase represents 
principally the added value in stocks 
like General Motors, U. S. Steel, 
Atchison and other high-priced issues 
in which there has been consistent 
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speculation, though there were a num- 
ber of low-priced stocks, particularly 
among the rails, which gave a good ac- 
count of themselves. 

Numerically, as we have shown ear- 
lier, about three times as many stocks 
lost ground from their highs of 1926 as 
made gains. But from the qualitative 
viewpoint the gains were more sig- 
nificant since they reflected the position 
of the strong corporations with the 
highest banking support. And, on the 
whole, the market speculation has been 
mainly confined to these issues. 


Turning to an- 

other angle, we 

find that while the 

banking situation 

is still sound an 
important phase is revealed in the 
sharp increase in bank investments and 
loans on securities at the same time 
that there has been no relative increase 
in short-term commercial paper. It 
has been the increasing habit of cor- 
porations to fund their short-term in- 
debtedness into stocks and long-term 
bonds. In other words, instead of re- 
sorting to ordinary bank loans to the 
same extent as formerly, corporations 
have virtually solicited the public to 
carry the load in the form, as stated, 
of long-term securities. 

To an appreciable extent, this situa- 
tion has eliminated a profitable source 
of business to banks who have been 
compelled to invest an increasing por- 
tion of their funds in securities in 
order that their funds might be profit- 
ably employed. The banking situation, 
then, strictly speaking, does not show 
as great a degree of liquidity as might 
be desired, although the situation has 
by no means become serious. Neverthe- 
less, it shows a trend which is not al- 








Twenty Attractive Stocks 
From Long Range Standpoint 


Twenty Stocks Unattractive at Present 
From Long Range Standpoint 





Recent 
Price Dividend 


Recent 
Price Dividend Yield 





Abitibi Power & Paper.... 92 


$5.00 


Allied Chemical & Dye. ..139 


$6.00 4.3% 








American Smelting........ 


-150 800 5.3 


Bangor & Aroostook 


3.00 3.2 





American Sugar 


5.00 5.5 


Burns Bros., A............. 


10.00 10.4 





Baltimore & Ohio 


7.00 5.6 


Case Threshing Machine. ... 


6.00 3.3 





Bethlehem Steel 


Coca Cola 


5.00 4.4 





Brooklyn Manhattan Trans.. 67 4.00 6.0 


Colorado Fuel & Iron 





Columbia Gas & Elect 


5.00 5.3 Fox Film 


4.00 6.7 





Central Railroad N. J 
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General Railway Signal.... 5.00 4.5 
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Paramount Famous Players.110 
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Southern Pacific............ 
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Wright Aeronautical 
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together healthy. Since a large part of 
corporation financing has been accom- 
plished through the active co-operation 
of banks who have become investors in 
these securities, it seems obvious that 
the possibility always exists for a sud- 
den dumping of securities by banks in 
order to strengthen their reserve posi- 
tion. ; 

Yields on high-grade stocks are low. 
The accompanying table covering the 
individual stocks composing the Dow 
Jones averages for 20 industrials and 
20 rails shows that the average yield 
on the industrials is only 4.6% and the 
yield on rails even less, 3.9%. 
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Average yield=3.9%. 
¢ Not including extras. 
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Price ($) 
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Average yield=4.6%,. 
+ Not including extras. 


It is significant that among the in- 
dustrials named the average yield is 
not likely to be increased since the ma- 
jority of these companies have already 
increased their dividends in the past 
year or two and only several among 
them are likely to pay more dividends 
in the next year or so. Among the 
railroads, the situation is not so glar- 
ing as few railroad companies, com- 
paratively, have yet materially raised 
their dividend rates. 

The prevailing low yields on high- 
priced industrial securities is impor- 
tant from the investor’s viewpoint 
since he is not likely to be attracted 
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into purchasing securities whose in- 
come may not increase within a reason- 
able period. By the same token, then, 
it would appear that the intense mar- 
ket activity in issues of this type rep- 
resents speculative buying and selling 
rather than genuine investment de- 
mand. Of course, as long as the credit 
may be found with which to finance 
speculative operations for the rise on a 
large scale, it may be presumed these 
stocks will advance almost regardless of 
yield. Certainly, the high price of lead- 
ing standard issues shows that their in- 
dicated yield has little influence on their 
market position and this is becoming 
true even of leading railroad stocks. 
This is an inevitable situation, how- 
ever, in a period of saturation of capi- 
tal such as the present, when funds 
must be invested regardless of yield. 


Earnings From the business 

viewpoint, it does 
Prospects not appear that 
there should be any pronounced change 
in conditions this year. The general 
consensus is that profits for 1927 will 
be slightly lower than in 1926, but the 
prospective change in itself does not 
seem sufficient to warrant any impor- 
tant dislocation of security prices. 
Furthermore, as shown previously, 
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stocks show a tendency to move in- 
dividually so that the general business 
outlook would have less bearing on 
their future price than specific condi- 
tions relating to the specific corpora- 
tions. 

Perhaps this simplifies the problem 
for the investor since it in effect be- 
comes a question of individual analysis 
of individual companies. As a class, 
then, he may exclude from considera- 
tion all stocks of companies whose 
earnings are on the down-grade. If he 
is of the true investor type, he will also 
exclude stocks of companies whose earn- 
ings are large but which have been un- 
duly reflected in immense market ad- 
vances. Almost all the high-priced 
stocks are now in this category. 

This leaves a still large field for ex- 
ploitation, representing companies of 
sound earning power but whose securi- 
ties have virtually been neglected; 
stocks of companies which have al- 
ready reflected poor earnings but whose 
financial position is sound and where 
there is the likelihood of some improve- 
ment in earnings within a reasonable 
period; and, finally, stocks of compa- 
nies with sound earning power which, 
while by no means neglected in the 
market, nevertheless, still have further 
possibilities for price enhancement. 
Many of these issues will be found in 
the medium-priced categories. 


In the estimation of the writer, the 
essentially diverse character of the 
market is not likely to change. In fact, 
it is more likely to be accentuated. The 
now familiar phenomenon of an active 
market day in which advances and de- 
clines are equally conspicuous’ will 
probably remain a fixture except on 
those very rare occurrences when the 
majority of stocks for a day or two, 
due to specific new developments, will 
move in a given direction. 

This brings us to our last observa- 
tion. The orderly movement of in- 
dividual stocks either up or down but 
independently of one another will prob- 
ably continue the main characteristic 
of the market until the advent of some 
unusually important and unexpected 
news development of major significance. 
It is probably safe to say that the next 
general stock movement will come 
about suddenly. But it is also logical 
to expect with the average price of 
stocks rather high that a favorable 
news development would have somewhat 
less effect than one of opposite cii:arac- 
ter. Hence, the necessity of arranging 
one’s investment list to provide for any 
such contingency. 

It seems unnecessary to affirm that 
the greatly increased independence of 
stock movements has strengthened the 
investor’s‘ chances. Under past con- 
ditions it seemed a risk to hold any 
stocks when the “market” seemed ready 
for a downward plunge. Today, how- 
ever, issues move so independently that 
it affords the investor with a genuine 
basis for feeling that discriminate pur- 
chase of securities will work out satis- 
factorily even if the so-called specu- 
lative leaders should temporarily move 
in a downward direction. 
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1927 Indexes 1926 Indexes 
Number of (264 Issues) Recent Indexes (238 Issues) 
A A 


Issues in Group r ~~ 
April30 May7 High Low 


Group 
264 COMBINED AVERAGE 100.4 103.7H -7 102.0 
88 121.5 124.6 -5 102.2 


Railroads 

65.3 64.9 .8 1119 
90.6 91.2 6 103.2 
86.2 0 104.4 
15.4 4 104.0 
68.4 82 108.6 
152.5 109.8 
126.0 111.5 
87.6 4 101.4 
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136.9 
H—New HIGH record since 1925. L—New LOW record since 1925, 


CORRECTION: In our last issue, indexes for April 23 should read as follows: COM- 
BINED AVERAGE—103,3; Petroleum—89.8; Rubber—90.1. 
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(An unweighted Average of weekly closing prices, specially. designed for investors. The 
1927 Index includes 264 issues, distributed among 36 leading industries; and covers about 
90% of the total transactions in all Common Stocks listed on the New York Stock Exchange, 
It és compensated for stock dividends, rights and assessments; and reflects all important 
price movements with a high degree of accuracy. Our method of making annual revisions 
in the list of stocks included renders it possible to keep the Index abreast with evolutionary 
changes in the market, without impairing tts continuity or introducing cumulative inaccuracies.) 


























Can Business Prosperity Continue 


Much Longer If * 


Farm Situation 


PER CENT 








Fails to Improve? 


By LLOYD S. TENNY 
Chief of the Bureau of Agricultural Economics of the 
Dept. of Agriculture. As Interviewed by 
Theodore M. Knappen 


OR six years the urban and indus- 

trial people of the United States 

have enjoyed unparalleled pros- 
perity. For about the same period the 
farmers hava been commercially dis- 
tressed, speaking broadly and sum- 
marily. 

Are we to infer that agriculture and 
the agricultural population are now so 
overshadowed by manufacturing indus- 
try and so exceeded by the numbers of 
the urban population that they have 
ceased to be a major factor in deter- 
mining the ebb and flow of business? 
Can the United States, as a whole, en- 
joy prosperity regardless of the state 
of agriculture? 

Twenty years ago, seven fat urban 
years and seven lean rural years, run- 
ning side by side, would have been con- 
sidered a direct contradiction in terms. 
Every year bankers, merchants and 
manufacturers anxiously scanned the 
horizon of the growing crops to read 
the signs of their own estate in the 


months just 
ahead. 

Crop failures 
and unremunera- i 
tive farm prices ioe 
were considered 
national calami- 
ties. Emotional- 
ly, at least, the 
nation’s business 
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Changes in Goods Produced Per Capita of Population 


1876-85—1916-'25 


The Physical production of farm commodities per capita of total population in 
the United States was no greater in 1919 than it was in 1879. In this period 





health rose and the total output of 
fell with the tale 
of the crops and 
the record of the farmer’s_ books. 

The investor looked to the farmer 

for dividends, and bank clearings 
grew as big crops came, and shrank 
with small ones. Feast or famine, it 
was the farmer that led the procession. 
Crop conjecturing still persists in the 
exchanges, but urban interest in it has 
been more curious than actual—a 
vestigial interest in something once 
important. 

It has been at least seventy-five 
years since the state of 
agriculture in England 
was influentially related 
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Indices of Physical Production Per Worker in 


Various Industries 


Efficiency in farming as measured by physical production per 
worker has been increasing at about the same rate as efficiency 
in manufacturing and mining but not so rapidly as in railroading. 
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1919 1870 1880 1830 


ed dities per capita of total population was 


doubled and that of mining was trebled. 


to the general economic status. Are 
we entering a like period in the United 
States, and may we in a rough way 
say that hereafter it makes but little 
difference to city people whether the 
farmers sink or swim through their 
distress? 

This was the general topic of a talk 
the writer had with Lloyd S. Tenny, 
Chief of the Bureau of Agricultural 
Economics of the Department of Agri- 
culture, the outstanding agency through 


—- for the three charts on this page due to 
H. R. Tolley, Senior Agricultural Economist, U. S. 
Bureau of Agricultural Economics. 


1910 


Indices of Agricultural Horse Power, Production, and Improved Acres 


Per Agricultural Worker 


The Physical production per agricultural worker in the United States doubled between 
1870 and 1920. Production per worker increased at a greater rate than improved acres 
per worker but not so rapidly as the amount of horse power used per worker. 
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which the federal government seeks to 
translate economic facts and principles 
into economic action. Mr. Tenny sum- 
moned several of his economic advisors 
to the discussion with a view to giving 
the readers of THE MAGAZINE OF WALL 
STREET the advantage of a composite 
view, which will be attributed to him 
as spokesman. 

“Tt is undeniable,” Mr. Tenny readily 
conceded, “that for five years the urban 
industries and their people have been 
traveling a broad high road of pros- 
perity, while many farmers and those 
elements of the population that are in- 
timately dependent upon agriculture 
have been wearily trudging along a 
low and miry trail of unhappiness, if 
not misery. 

“Of course, it must be understood 
that we are now speaking in the most 
general way — seeking to paint with 
broad splashes of the brush the con- 
trast between city and country over a 
long period. During 
the last five years there 
have been intervals 


tions which was asked at this point. 

“Not at all! In fact it may be said 
that the farmer has dug a pit for him- 
self by his own wit. For instance, in 
his haste for more efficient power than 
horses he has acquired gasoline trac- 
tors and trucks to such an extent that 
he doesn’t know what to do with the 
products of some millions of acres that 
were formerly consumed by the horses. 

“One authority calculates that the 
productiveness of the individual farm 
worker has about doubled in the last 
fifty years. Ever since 1919, with six 
years of continued agricultural depres- 
sion, output per worker has increased 
at a remarkable rate. The introduc- 
tion of the ‘combine’ harvester in the 
wheat fields of the Great Plains within 
the last five years has solved the har- 
vest hands’ problem by doing away 
with them. American agriculture has 
kept fully abreast of American manu- 
factures. As the margin of agricul- 


CROP PRODUCTION, CROP PRICES, AND BUSINESS ACTIVITY 


tural returns has decreased each farmer 
has sought to raise himself above the 
general level by higher efficiency — 
which has resulted in producing ‘more 
with less labor. To offset small profits 
he has sought to increase output, 
only to find that he has but reduced 
the rate of return still further. The 
farmer knows one industry that can 
over-produce. 

“He has not only summoned im- 
proved machinery and motive power 
to his aid, but he has applied biological 
science. He has improved the strains 
and varieties and introduced new species 
of plants. He has contrived to get 
better yields from wheat and corn and 
many other crops. He has either offset 
decreasing fertility of land or found 
ways to restore and maintain fertility. 
His cows have been made to increase 
their yield of milk; his hogs and beef 
cattle gained in meat producing capac- 
ity; his hens have become remarkable 
egg-producing ma- 
chines. In spite of all 
this he still finds that he 





when fortune has, “ST 


briefly at least, touched 
nearly every farm 
‘group; and some 
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can exchange his prod- 
uct for only 80 cents 
worth of goods, as com- 
pared with a dollar’s 





groups have been fa- 
vored pretty steadily 


worth of goods before 
the war. 





through the whole peri- 
od. But the general 


index of Crop Prices (Adjusted) Two-Year Av 
IhVEAR MOVING AVE 





“The farmer has 
been working for the 





thesis can not be dis- 
puted. The national 


other fellow,” the writ- 
er commented. 
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income is now esti- 
mated at $90,000,000,- 
000 a year. Of that 
amount the farmers re- 
ceive about $10,000,- 
000,000, or one-ninth. 
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Nine years ago when 
the national . earnings 
were $60,000,000,000, 


index of Business Activity 
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“Yes, and that brings 
us to the explanation of 
how urban prosperity 
has paralleled rural ad- 
versity. 

“The well-being of 
the city depends upon 
the country in two 
ways: First, upon an 





the farmers received 
about one-fifth. 











abundance of cheap 
food and other agri- 





“There isn’t enough 
rural income to go 





around; farm lands are 
being gradually depop- 


1I-VEAR MOVING AVERAGE = 100 


CROP PRODUCTION AND PRICES ——-—-+——_-—- 


cultural products; sec- 
ond, upon free agricul- 
tural consumption of 
the products of urban 





ulated. The numbers 
of people on farms 


U a index of Dec 1 Prices of 10 Crops 


Adjusted) 


industry. 
“In recent years our 





have fallen from 31,- 
000,000 to nearly 27,- 








000,000 since 1920; and 
the depletion in 1926 
was about 640,000 —a 
veritable exodus, com- 
parable only with some 
of the great migrations 
that have profoundly 
altered history. On the 
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See 








other hand, the teem- 80 


ing prosperity and eco- 





nomic well-being of the 70 


industrial and mercan- 




















tile classes,*##a whole, 60 
are the marvels of the 
world.” 

“Ts this economic de- 
cline of agriculture to 
be attributed to rela- 
tive inefficiency, to a 
failure of the farmers 
to keep up with the 
general improvement in 
productive efficiency?” 
was one of the ques- 
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Prepared by 
paper on 


Index 


US DEPARTMENT OF AGRICULTURE, 


L. H. Bean, 
“The Agricultural Outlook and Business, 
ence of Statisticians, Ohio State University, April 16, 1927. 


Index of prices of ten crops weighted by average pre-war production, adjusted for 
nonagricultural price level, 
of business activity computed om a crop year basis 


American Telephone and Telegraph Company’s monthly index of General Business Ac- 
tivity to 1922; the Harvard Index of Trade from 1922 to date. 


Index of production of ten crops, weighted by 43-year average of December 1 farm prices, 
adjusted for secular trend. 


Explanation of chart: 


BUREAU OF AGMCucTURA, ECONOMICS 


farmers, as a_ whole, 
have fed the cities 
cheaply and abundant- 
ly but often at actual 
loss to themselves in 
individual instances and 
generally without ade- 
quate returns. Simul- 
taneously their buying 
power has been cur- 
tailed. In the former 
way they have con- 
tributed to general 
prosperity, in the latter 
they have detracted 
from it. But addition 
has far surpassed sub- 
traction. So great re- 
cently has been the rel- 








Bureau of Agricultural E 
1927-8”" 


for secular trend. 


s, and pr d ina 
read before Ohio Confer- 


(July-June) from the 


ative gain of the buy- 
ing capacity of the non- 
agricultural masses, 
which now outnumber 
the farmers three to 
(Please turn to 
page 163) 
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Facts Not Generally Known About the 
Control of American Corporations 


Interlocking Directo te : 


Air Reduction 
Am. Brake Shoe 
Am. International 
Am. Locomotive 
Am. Ship & Com. 





Am. 
Asso. Goods 
Atchison 
Atlantic Gulf & W. I. 
Bethlehem Steel 

Tr. 
Cerro de Pasco 

Rock Island & Pac. 

Coca-Cola 


Cons. 

Crucible Steel 
Cuba Cane 

Erie 

Gen. Motors 
Gulf States Steel 
Gen. Electric 
Hudson & Man. 
Interboro R. T. 
Int'l Nickel 


Kennecott 





Lima Loco. 
Loew’s, Inc. 





Mack Truck 
__ Mathieson Alkali 
Mo.-Kansas-Texas 
Montana Power 
Northern Pac. 
Paramount F. L. 
Radio 

T 
Union Pac. 
U. S. Steel 
W 
WwW Aero. 


directors 


How Directorates of Forty Representative Corporations Interlock. This tabl 
vidual or individuals share in the direction of numerous large corporations covering a wide 
variety of industries, Each company listed, except Reynolds Tobacco, has one or more 

in common with every other company whose intersection point is marked with an X. 
THE MAGAZINE OF WALL STREET 
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Changes in the List of Directors of 






Corporations Should Be Closely Watched 


as They May Affect Security Prices 





rather than banking functions, it 








the character of the man- 
agement constitutes one of the 
most vital factors in estimating thé 
intrinsic worth of a corporation. 


[' has long been recognized that 


S& By A.M. WOLLER 


is obvious that the assistance which 
can be rendered by an individual 
with a successful record of previ- 
ous achievement is a constructive 
factor in the absence of any indi- 





It is quite as important to consider 





the standing of the individuals 

comprising the officers and direc- 

tors as it is to examine the status of 
earnings, finances and conditions in the 
industry, for the higher the standard 
of the management, the more likeli- 
hood prosperity will prove to be per- 
manent, and in the case of companies 
undergoing reverses, the greater the 
chance that the situation will be satis- 


the entire list of companies whose se- 
curities are traded in on the New York 
Stock Exchange, is at the same time 
sufficiently representative of the exist- 
ing situation. Among the forty com- 
panies included the number of cases 
where one or more directors of one 
company are also represented on the 
boards of other companies 
in the list run to substan- 
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f depo investor should acquaint 
himself with the personnel of 
the directors and chief officers of the 
company whose securities he may 
propose to purchase, as the factor of 
management plays a vital part in 
shaping corporation earnings and, 
consequently, security prices. 


tial amounts, all the way 
from none whatever in the 
case of R. J. Reynolds 
Tobacco to eighteen in 
the case of Mack Trucks. 


plications arise from the 
fact that certain bankers 
or members of banking 
and brokerage houses are 
to be found on the boards 
of many different corpora- 
tions in which they or 
their own institutions are 
interested. 
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factorily adjusted within a reasonable 
time. 

In any purchase of securities other 
than for purely speculative purposes 
then it is altogether desirable for the 
investor to familiarize himself with the 
names not only of the principal officers 
of the particular corporation involved 
but also with the personnel of the 
board of directors which is largely in- 
strumental in shaping the policies of 
the concern. Although in some cases 
the chairman of the board of directors 
occupies an honorary or semi-honorary 
position, generally speaking, he is the 
chief executive officer, and upon him 
to a considerable extent rests the ulti- 
mate responsibility for success or fail- 
ure. The identity of the balance of 
the board, however, or at least of the 
principal members thereof, is necessary 
to provide a better idea concerning the 
Interests back of an enterprise and the 
Position of the company in relation to 
the general scheme of corporate affairs. 

Unfortunately this information when 
obtained cannot be utilized as com- 
pletely as might seem feasible, as spe- 
cific deductions are difficult owing to 
the widespread prevalence of inter- 
locking directorships particularly 
among industrial enterprises. This is 
clearly brought out in the accompany- 
Ing table, which, while presenting only 
a comparatively small cross-section of 
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The more directorships 
a prominent individual 
holds, the harder it is to attach any 
unusual significance to his connection 
with any particular company, for the 
extent of his activities in behalf of that 
company is usually unknown. It should 
not be assumed that because a nation- 
ally known figure is represented on a 
board of directors the success of the 
company is assured. In fact, a pre- 
ponderance of such names on any one 
board may be indicative 
of conflicting interests, 
and somewhat analogous 
to an “all star cast” with 
the absence of effective 
team work which some- 
times goes with it. In 
other words, the person- 
nel of the directorate is 
not a sinecure, but simply 
an important factor that 
must be given due con- 
sideration in relation to 
numerous other factors 
which play their part in 
determining the worth 
of a security. It is of 
value in indicating bank- 
ing affiliations, and in 
these days strong bank- 
ing support is essential 
to the welfare of a large 
corporation. As regards 
directors identified with 
industrial activities 


A good many of these du-. 


cation to the contrary. 

Changes in the list of directors 
of a particular company, while not 
necessarily significant, may be quite so, 
and should be carefully noted as they 
occur as annual reports contain no such 
information, confining themselves to 
publishing the names of directors as 
they stand at the close of the fiscal year. 
[t would be interesting and instructive if 
statistical services were to furnish lists 
»f officers and directors for several years 
past in the same way that successive 
income statements and balance sheets 
are given for purposes of comparison. 
Sometimes a specific individual has 
been especially active in the rehabili- 
tation of large enterprises, and when 
his name appears on a new board of 
directors of a company passing through 
a period of 
d i fficulties, 
it may well 
be an indi- 
cation that 
a definite 
attempt is 
under way 
to place the 
affairs of 
that com- 
pany on a 
sound basis. 
Sim ilarly, 
the resigna- 
tion of an 
(Please 
turn to 
page 172) 





























This refreshing viewpoint on foreign 
loans brings to light some of the dan- 
ger signals that the investor, who is 
prone to rush into an advancing mar- 
ket, should look for and utilize in mak- 
ing his selections among such issues.— 
Editor’s Note. 





lvantage . It is obvious that 
oreign the great popular- 
ity of foreign bonds 
with American in- 
vestors is coupled with a lack of train- 
ing on the part of these investors in 
such issues. Hence we have a possibly 
dangerous situation in that govern- 
ments and municipalities realize that 
they have a golden field in our tempted 
body of lenders, who at the same time 
are not over-critical as to quality in 
foreign bonds. 

A few years ago, when coupon rates 
were high and other costs of financing 
excessive, the temptation to borrow, 
while strong, was not overwhelming. 
Now, however, that foreign issues sell 
on the average on about the same yield 
basis as fair quality domestic indus- 
trial bonds, these foreign borrowers 
think it a splendid opportunity to ob- 
tain funds, whether they are strictly 
economically necessary or not. It is 
this obvious fact that has engaged the 
attention of our State and Commerce 
departments and even caused a word of 
caution from the very highest places 
among international financiers. 

It is an investment commonplace 
that a conspicuous advance in security 
prices brings in its wake a series of 


shabbier offerings, which trade on the 


prosperity of the sounder issues. Cer- 
tainly the same is true in the case of 
foreign bonds. The advance in Dutch 
and Swiss issues has led to mass flota- 
tion of Austrian and German issues, 
with international backing, and the 
advance in these has led to a mass of 
dess worthy flotations. With each ad- 
wance in prices of foreign issues, the 
mumber of such second rate offerings 
‘becomes larger and larger. 

It is best in this connection to focus 
attention upon Europe. In the case 
of Central and South America the 
time-tested principles of investment 
still hold good. The peculiar vices of 
most South American finance are so 
thabitual, so consistent and present so 
few novelties, that the investor who is 
caught in the same net again has no 
aalibis. The average Latin-American 
loan is based upon inadequate domestic 
financial capacity, and the service on 
such loans is really met afresh by 
further borrowings. While the ex- 
ceptions are many, the American in- 
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The Financing of Europe's Follies 
Porcgn Bonde What. Are the Pisfl? 


By HERBERT COLERIDGE 


vestor knows what to make of these 
issues, if he is at all skilful. 

‘ Europe is different. Its borrowings 
have prestige. Before the war of 1914, 
European government and best cor- 
porate bonds were undoubtedly the 
gilt-edge investments of the world. 
Austrian or French bonds, the obliga- 
tions of Krupp or Skoda, even Russian 
rails, ranked as high, or higher, than 
United States Steel bonds do today. 
It is difficult for the investor to have 
the suspicion of these issues that he 
has held of Latin-American bonds. 
He conceives Europe as sound funda- 
mentally, but “gassed” by the war. 
He looks for a future as sound as the 
past. He believes such bonds on the 
bargain counter so long as they sell on 
more than, say a 5% yield basis. The 
action of the market has further con- 
firmed his ideas. 





That there has been 
much sound recov- 
ery in Europe can- 
not be disputed. The former neutrals, 
such as Holland and Switzerland, show 
a per capita wealth rivalling that of 
the United States and a great surplus 
of investing power. France has begun 
to get out of her financial doldrums. 
Belgium has stabilized her currency 
without a deflation crisis. Italy has a 
political and economic organization as 
stern as her former weakness was de- 
structive. 

The League of Nations has buttressed 
Austria and Hungary. German recov- 
ery is the economic marvel of the age. 
Spain has almost restored her cur- 
rency to a gold basis. Even Russia 
shows greater productive power and an 
increasing tendency to live with for- 
eign states having a different economic 
organization. 

The wave of communism and social- 
ism that threatened Europe from 1917 
to 1924 seems to have been forgotten. 
Germany and France, hereditary foes, 
are now practically one industrial state, 
bound together by cartel agreements. 
England has restored her currency, 
partly restored her lending power and 
balanced her budget. Hence foreign 
bonds, that were difficult of flotation 
at 7.75% not many years ago now sell 
on a 6.25% basis. The end is not yet. 

Unfortunately, all of this economic 
advance is not without its reverse po- 
sition. Great Britain seernas committed 
to a series of class wars and is em- 
barrassed by declining foreign trade. 
France is pursuing a policy that can 
be sustained only if national political 
unity is maintained. 

Germany is obviously gambling on 
the hope that a tremendous volume of 


Specific 
Imp rovement 











foreign loans will compel the former 
allies to relieve her burdens, so that 
these loans may be repaid. Italy is a 
despotism whose very rigor is sus- 
piciously indicative of a weak situa- 
tion underneath. Here, foreign loans 
will be needed for a long time to guar- 
antee themselves. 

Austria is perpetually menaced by 
Socialism, due to chronic unemploy- 
ment. As for the Balkans, whether 
Jugoslavia, Rumania or Greece, some 
instability seems to be characteristic 
of their political development. Russia, 
despite increasing ease of living with 
her, remains a great weight resting on 
the prospects of European capitalism. 

The war of tariffs retards economic 
development, and is not easily suscepti- 
ble of large improvement. On the 
whole, the domestic consumption ca- 
pacity of Europe remains well below 
the American level. Hence a great 
need for exports, if service on foreign 
loans is to be continued. 





The Certainly the billion dol- 
lars a year that Europe 
and Latin America must 
soon pay us cannot be maintained by 
every borrower having an export sur- 
plus. But how is the service to be met 
by those who cannot ever show this sur- 
plus? If it is to be met by foreign 
borrowings then we may find ourselves 
repeating the depressing history of 
British investors from 1815 to about 
1866. If, on the other hand, all of 
these countries could obtain an export 
surplus at our expense, then the harm 
done to our domestic production might 
be considerable. We already have an 
excess production capacity requiring 
export stimulation to supply our work- 
ers with employment. Should Europe 
take this from us we may pay for our 
foreign loans with a diminished con- 
sumption capacity at home. It is not 
likely that any American policy would 
countenance the menace to domestic 
prosperity in order to protect foreign 
investments. 

It is not easy to speak, therefore, of 
“European” bonds. Little banker 
countries such as Switzerland and 
Holland are apparently about as good 
fields for investment as can be found 
outside our own country. But German 
issues still are not beyond suspicion, 
whatever their profits, due to Germany’s 
need of artificial export stimulation. 
As for the horde of less meritorious 
issues (Yugoslavia, Poland, Greece, 
etc.) the same warning that has held 
in the past holds good for the future. 
Such bonds are not for American in- 
vestors desirous of peace of mind as 
well as steady income. 
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Hold Your Good Oil Stocks 
Through Present Crisis! 


—An Editorial— 





=] HE petroleum industry is passing through a crisis 
OT® —one that has caused considerable concern both 
PAA within and outside of the industry and that has 
produced noticeable liquidation of oil securities. 

The welfare of the oil business always depends 
on the ability of the strongest interests in the 
industry to maintain an even balance between con- 
sumption and the supply of oil brought to the surface 
through the exploitation of the nation’s numerous under- 
ground reserves. In the development of our vast petroleum 
reserves, oil men have invariably followed the policy of 
“getting the oil first.” Whether the market could stand the 
flood of oil they were bringing in from their chaotic and 
unorganized drilling efforts, unfortunately, has always been 
a secondary consideration. 

Flying in the face of sound economics, that must rule in 
the long run, it is remarkable that the oil industry has not 
brought actual panic to its own door long since—instead 
of the constantly occurring crisis. The crisis which the 
industry is now experiencing therefore is nothing new to 
oil men or to those who invest in petroleum securities, but 
it is quite likely to be the most serious (and one hopes the 
last) in the history of the industry. 








A Loss of Since November, 1926, a serious break- 
Two Hundred 4%" in the crude oil price structure 
Millions has caused a loss to the industry esti- 


mated at around $1,350,000 a day in 
spite of (but largely due to) the fact that production is 
currently 90,000 barrels a day greater than it was last 
November. On November 15, 1926, the daily average pro- 
duction of crude oil was 2,348,600 barrels, but this smaller 
output then had a market value of $4,278,000. Today, pro- 
duction is around 2,440,000 barrels on the daily average 
but at existing posted prices this larger output is now worth 
only $2,925,000. Since December 1, price reductions have 
meant an aggregate loss in gross income to the industry of 
more than 200 million dollars, notwithstanding the heavier 
expenses involved in handling and 
treating the larger volume of crude. 
From these figures, one can obtain 
some idea of the seriousness of the 
present situation as far as actual 
income alone is concerned without 
considering the reduced book values 
from petroleum stocks held in in- 
ventories, which themselves run in- 
to many millions of dollars, that 
may or may not be charged against 
the 1927 earnings accounts. 

It is with good reason then that 
the investor is asking, Shall I hold 
my oil shares through this crisis? 
Is the worst over? Is a disastrous 
breakdown of the industry in 
sight, or, can the petroleum 
industry recover from this 
blow without serious impair- 
ment to the market values of 
the better 
oil stocks? 

At this 
time, even 
though the 
situation 
appears 
none too 































with serious concern for the best interests of its readers. 
that THE MAGAZINE OF WALL STREET advises investors who: 
are holding the best grade oil stocks to retain their invest- 
ment. The oil industry with its ten billion dollar invest- 
ment is too solidly entrenched as an integral factor in the 
nations industrial welfare to warrant the notion of a dis- 
aster for the industry as a whole. Stocks of crude and 
refined products at the beginning of April were at 543.6 
million barrels. Although this represents an increase of 
almost fifty million barrels from the beginning of Decem- 
ber, it is still under the peak of surface supplies in 1925 
and if necessary facilities are available to hold more storage 
from the market. However, at this time a sharp upturn in 
consumption is in order, a movement which developed late 
this year but is now under way. The increase of 10% in 
demand over last year is an entirely reasonable expectancy 
especially at the low prevailing price structure for all pe- 
troleum products. In the meantime, the flush production of 
several of the newer fields may be expected to fall off during 
the balance of the year. 


No Time In the next issue of THE MAGAZINE OF WALL 
to Sell STREET, our rating tables of the petroleum 
securities have been scheduled which will be 
of especial value to holders of oil securities, showing as it 
will the relative values available among the various types 
of oil stocks. In the meantime, in line with the policy of 
making a recommendation at the time it is most needed by 
the investor, we believe that the broadest possible appraisal 
of the fundamental condition of the oil industry warrants. 
the advice for those who own sound oil securities to con- 
tinue to hold them. 

Recovery of market values to higher levels may be de- 
layed if the productivity of the drilling division of the in- 
dustry continues through the summer at its present reck- 
less pace. First quarter and second quarter earnings state- 
ments must be expected to prove 
unfavorable. It is quite likely that Pas 
“trade news” during this same pe- t 
riod will not be very encouraging 
And the psychological effect of 
these various reports may be suffi- 
cient to bring still further liquida- 
tion on the part of timid or ill-ad- 
vised holders. Lower stock market 
levels may be witnessed before a 
major recovery materializes, espe- 
cially in the case of the stocks of 
the weaker companies. Traders 
who are carrying oil stocks on thin 
marginal protection may have some 
moments of worry ahead. But if 
you are holding good oil 
shares for investment, do not 
sell them now. Most of the 
large companies have paid 
out past years’ earnings 
Spar, < 





















ingly — a 
policy that 
will stand 
them in 
good stead 
at this 
time. 
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bright for the immediate future of the oil industry, it is 
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2 Trend of Railroas 
Si : AW Nia. 





This is the second of a series of articles covering the 
essential dividend policies of the day. The first article 
dealt exclusively with dividend policies as affecting the 
industrials. The present article deals with the rail- 
roads.—EDITOR. 


OW about the railroads? Are they in a sound 

position? Have they pursued a wise dividend 

policy? How does their position differ from that 
obtaining before Government control? What has 
brought about the change? 

Generally speaking, the railroads of the United 
States are in a sounder position today—both physically 
and financially—than ever before. 

How was this accomplished? 

First—By the expenditure of billions of dollars for 
improvements and betterments. 

Since that ever-memorable meeting of the leading 
railway executives of this country at the Yale Club, 
in this city in April, 1923, about $3,556,000,000 has 
been expended for those purposes. The combined 
estimated budget of the railroads, for the same pur- 
poses for the current year, is $875,000,000, making the 
imposing total from 1923 to the end of 1927 no less 
than $4,431,000,000. 

Secondly—The highly gratifying results—gross and 
net—that are coming to hand daily for 1926, were 
made possible because of scientific, economical, aggres- 
sive—and shall we say it—honest—management—all 
with an eye more to service—to the public—than to 
profits—to insiders. 


1926 What were some of the results for 
1926? 

Record Take for example two large western 

systems and as many in the East. 

The Atchison made gross earnings of $259,040,316, 
net income of $60,631,495, which was equal to 23.41% 
on the common stock, against 17.14% for 1925. Divi- 
dends paid on that issue are equivalent to only 10% a 
year. 

Here in a word is what the Southern Pacific did 
last year: railway operating revenues of $298,800,998, 
an increase of $5,726,445 over 1925; a decrease in op- 
erating expenses of $2,166,089; an increase in net op- 
erating income of $5,753,343; dividends paid, $22,343,- 
004; taxes, $21,476,810; corporate surplus on Decem- 
ber 31, 1926, of $433,994,056. The dividend rate is 
only 6% a year. 

In the east the Pennsylvania Railroad reported for 
last year railway operating revenues of $709,817,450; 
gross income of $146,322,793; net income of $67,567,- 


? 


958, equal to 13.53% on the stock, against a 7% divi- 
dend, raised from 6% last year. 

Other features of the Pennsylvania report were a 
profit and loss surplus of $120,958,981; and, in addi- 
tion, “an appropriated surplus, representing additions 
to property through income, sinking fund and other 
reserves, etc., amounting to $278,978,415.” 

Last year alone $30,270,966 was transferred to profit 
and loss. 

President Atterbury points out in the recently pub- 
lished report for 1926 that “it is well to remember that, 
in addition to the outstanding stocks and bonds indi- 
cated in the general balance sheet, close to $400,000,000 
of corporate surplus was employed to obtain the fore- 
going results.” 

The New York Central ended 1926 with net income 
of $55,664,046, which is equivalent to 14.52% on the 
stock, against 12.68% for the previous year. It is 
paying 7% a year. 

Relatively good reports were made by the C. & O., 
B. & O., Atlantic Coast Line, Louisville & Nashville, 
Northern Pacific, Great Northern—and still others. 

Let every investor and speculator who may read 
this article realize that the physical and financial posi- 
tion of every one of those great railroad companies is 
sound—but only for the reasons already outlined. 

Aside from the seemingly impregnable position into 
which those big systems have been brought—even from 
receivership, as in the case of the Atchison—one of the 
most interesting, important and significant develop- 
ments with respect to the railroads in recent years 
has been the lifting of certain lines out of the class 
in which they had been for a long time into a higher 
class, at least one peg above—in some cases more. 

More than half a dozen could be mentioned off-hand 
—the Missouri Pacific, Wabash, Texas & Pacific, In- 
ternational-Great Northern, Pere Marquette, St. Louis- 
San Francisco‘ and Rock Island, Missouri-Kansas- 
Texas. 


Vital What kept all these roads in the former 
class so many years? How did they 
get out? Are they likely to stay out? 

These are vital questions for both the speculative 
and investment holders of the securities of those com- 
panies, and likewise for any one who may contemplate 
buying them. 

In a word, the three queries may be answered as 
follows: 

The roads mentioned never rose above their former 
class largely because of an unsound financial structure, 
extravagant and more or less indifferent management 
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f and operation, and, sometimes, business depression. common management to some extent—and ownership in % 
4 They have been brought out of that wholly unsatis- the case of the ’Frisco and Rock Island. SS 
% factory state by careful reorganization (not in every The Pere Marquette, for some years, was a Wall ‘% 
$ stance unfortunately); by the expenditure of millions Street football. Those were the days of railroad specu- SS 

; of dollars for improvements and betterments, by a new lation and promotion, rather than careful management % 
+ vision as to management—serving the public instead and operation. és 
Bs of favoring insiders—by far greater economy and ag- The “C., H. & D.” (Cincinnati, Hamilton & Dayton), ‘ 
= gressiveness in operation and by good times generally was another road of much the same class, and in prac- 4 
5 in this country. tically the same hands. £ 

The third question is largely answered already. It Of course, unsatisfactory earnings and no dividends ‘+ 
need only be added that a continuance of this new were the inevitable results—and for the Pere Marquette ¢e 
policy and of general prosperity will keep those roads —receivership. The C., H. & D. did not escape that ‘+ 


2, 
. 


005, 


in their new and higher class, and perhaps carry them experience —it had two receiverships within a few 
still higher—if undue expansion is not indulged in. years. Finally, J. P. Morgan, the Elder, persuaded 
Every one of the 8 the B. & O. to take it 


roads mentioned has ‘ off the hands of the 
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been through receiver- x, = Erie, where it was first 


ships—several of them % < ss ©placed—and before it got 
ne than once. 4 Next Issue Contains Our Fd Po further ite. ao 
Until the most recent “t, ° x The Pere Marquette came 
reorganization, each one of 4 Annual Rating Of P €- Ps out of receivership on April 
s 1, 1917. It was reorganized 


those companies—following *, eae 
reorganization —never rose “he troleum Securities. i by J. & W. Seligman & Co. 
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@ above the class in which it had % a 4 z At the time the plan was re- 4% 
+ been prior to receivership. This ", This 1S Especially - garded as conservative, and even * 
¢ was due—pbroadly speaking — to “ke ‘ ‘ ‘ st drastic. Its thoroughness seems % 
$ the reasons already enumerated. # Timely in View es to have been fully demonstrated in : 
4 Under such severe handicaps, those 4 Oo f = h e i r - the 10 years that have intervened. és 
% companies struggled along for a com- *, P Instead of being burdened with a % 
+ paratively brief period of years and “kk M ar k et ¢ heavy bonded debt, that item stands at i 
% then had to seek the protection of the  ‘, z only a little more than $52,000,000 (in- % 
+ court again. Since the last reorganiza- ty, Decline cluding other obligations carrying a ¢ 
Bs tion the situation has improved greatly. % y fixed charge), against a total share capi- % 
4 Then, too, control of several of these "kk ~ tal of about $69,000,000—an aggregate 5 
+ companies has changed. This has been true _ 4 z capitalization of $120,679,000 on 1,787 miles 2 
*% of the Missouri Pacific, Wabash, Texas & a & . of road owned—an average of $61,935 per < 
¢ Pacific and International-Great Northern—all “k ¢ mile. 5s 
% formerly known as Gould roads. Jay Gould ‘%, P It is worth noting that, whereas the I.C.C. %¥ 
+ left them to his family when he died, but his *, - generally holds that the ratio between funded 4 
% eldest son, George J. Gould, whom his father % 3° debt and share capital should be about as 6 to 4, 
4 placed at the head of the estate, did not make the k ° the Pere Marquette has ‘only $52,000,000 bonds $s 
% best use of his opportunities in the handling of them LF against $68,675,000 stock—$16,675,000 more stock % 
? —all with great possibilities. * ~=than bonds. This is quite unusual. 4 
* Millions of dollars have been expended on their up- The directors of the Pere Marquette have been ad- $ 
% building, physically. The Missouri Pacific has been versely criticized on their dividend policy. A word of 4 
+ greatly expanded. It has acquired the Gulf Coast explanation regarding this situation is timely before 5S 
“8 Lines, and with them the International-Great Northern. going further. Strictly speaking, the present directors ‘¥ 
ss The Missouri Pacific also has virtual control of the and officers represent only a minority interest in the te 
% Texas & Pacific and a half interest with the Western company. Broadly speaking, they represent also the 
* Pacific in the Denver & Rio Grande Western. These Van Sweringens, who have a virtual, if not an actual, * 
% various acquisitions have given the Missouri Pacific a controlling interest. It may be stated without fear of ‘% 
4 direct line to the Pacific Coast at San Francisco and contradiction that E. N. Brown, chairman of the board ee 
% one or more outlets on the Gulf of Mexico. —since the Van Sweringens acquired that control— ‘% 
With L. W. Baldwin, president, and with the efficient has taken no steps in connection with the declaration 4 

force with which he has surrounded himself, the earn- of dividends or other important matters without con- % 

= ings have increased in a notable way. The dividend sulting “4 Mee Sweringens. He and his associates is 
policy has been conservative, as no disbursements to recognize that, for some months, the Cleveland brothers 3% 

$ stockholders have been made, not even on the preferred. have had or represented a working, if not legal, stock 
$ There is an accumulation of nearly 45% on that issue control. As they have no representatives on the Pere % 
= which, of course, must be funded before dividends can Marquette board, they could not cast a direct vote for 
$ be begun on the common. the proposed increase in the common stock, necessary Be 
= All that has happened in the way of raising the to the declaration of a stock dividend of 20%. It is %¥ 
$ standard of these properties, physically and financially, said that they are not likely to ask for the election of * 
% is of inestimable value to their security holders. more than two or three representatives at the annual ‘% 
+ Seemingly, with the unusual degree of prosperity stockholders’ meeting on May 17. They have not in- $s 
*§ that has come to some of these eight roads, reorganized dicated whether they will vote for the stock increase ‘ 
< within the last ten years, has come also the inclination, at the special stockholders’ meeting the next day. Upon 
% if not actual temptation, to adopt an extremely liberal their action and that of the I. C. C. depends the pro- % 
» dividend policy—quite largely to satisfy special reasons posed stock dividend. + 
$ and conditions, as we shall see. The Pere Marquette began payment of dividends on $ 
<= its prior preferred stock four months to a day from = 
4 j the time that the present company assumed control of $ 
+ Pere Take, for instance, the Pere Marquette, the property, following reorganization. Dividends on ‘ 
+ Marquette St. Louis-San Francisco and the Rock the second preferred were not started until early in + 
< Island. It is quite proper to treat 1922, nearly five years after reorganization. Thirteen 
+ these three properties in part together — because of months later all the accumulation on the preferred 
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The The St. Louis-San Francisco is another owned, or an equivalent of about $64,000 per mile. 
road that has made rapid strides since 
reorganization in the summer of 1916. 
For some years immediately prior to receivership it 
had had a hectic career under the leadership of B. F. 
Yoakum, a well-known railroad speculator and pro- 
moter, who came out of the Southwest to New York 
during the active consolidation period 25 or more years 


ago. 
The old ’Frisco was married to the Rock Island, (Please turn to page 152) 
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Per Share Recent Mkt. Price = Annual Recent Mkt. Price 
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stock was paid and the issue placed on the full 5% made by “Dan” Reid and “Judge” Moore—for several 
basis, as had been done with the prior preferred earlier. years. After an unsatisfactory experience, and when 

In July, 1923, dividends were begun on the common it was apparent that the Rock Island rapidly was get- 
shares at the rate of 4% a year. In May of last year ting in a bad way, Mr. Yoakum sought and secured a 
the rate was raised to 6%, while in March of this divorce and took his property back to 71 Broadway, 
year, as already noted, an extra cash dividend of 2% considerably the worse for the rapid pace at which it 
was ordered. It was rumored at that time that the had been made to travel under Rock Island manage- 


action did not receive official confirmation—or denial— He tried to go it alone—and did for a few years— 
then. It was hoped in conservative circles that the but the effect of the road’s experience with the Rock 
report was not true, but there was reason for believing Island was too big a handicap, and in 19138 he had to 
that it was. Official announcement that the dividend throw the property on the tender mercies of the court. 


Against this liberal dividend policy with respect to greatly tangled affairs, improve the property physi- 
had net income for 1926 equivalent to nearly 14.50% on again on its own feet. That was done on November 1, 


000 cash, and quick treasury assets altogether of prac- In the 10% years that have intervened much has 
tically $20,000,000. Quite a different showing from been done to improve and develop the property, in addi- 
tion to what was accomplished along those lines during 

With such earnings and such a strong treasury posi- receivership. Within that period and since, approxi- 
tion, obviously the 6% regular dividend could be con- mately $75,000,000 has been put into additions, better- 
tinued, together with an extra of 1 or 2% in the best ments and equipment. Its earnings for 1926, like those 
years. On the other hand, it should be borne in mind of the Pere Marquette, were equivalent to about 


and kindred industries. One bad year in those lines— ’Frisco have been criticized in some quarters—not even 
and poor crops in Michigan the same year — would excepting the I. C. C. There is no use trying to deny 
make a big hole in the earnings, cut off any possible that the capitalization is large. Conservative students 
extra dividend, and perhaps necessitate a reduction in feel that the dividend policy has been unduly liberal 


property think, that in view of these possibilities, the creased too rapidly and has been carried to a too high 


The company has more than $298,000,000 bonds and 
equipment trusts outstanding. Its share capital is a 
little in excess of $57,000,000. This makes a total 
capitalization of $355,000,000 on 5,587 miles of road 


It is not only the size of the aggregate capitalization 
that has been criticized, but also the large dispropor- 
tion between funded debt and share capital, the ratio 
being between 5 and 6 to 1 instead of 6 to 4, the I. C. C. 


The writer is in a position to state the ground taken 
by the present management on these two questions of 
capitalization and common stock dividend policy, as it 
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How to Obtain a 6% 





Showing How $25,000 May Be Invested in 


the mother of invention. With 

bond yields where they are the 
investor is perforce compelled to see if 
there may not be some “wrinkle” in 
which it would be possible to obtain 
more than a nominal rate of interest, 
and at the same time own a pretty 
satisfactory investment list. At once 
two classes of bonds are swept aside. 
Neither highly speculative securities 
nor gilt-edge bonds would be possible 
candidates for such a list. The in- 
vestor must look to medium-grade 
issues, in which safety of principal and 
interest is reasonably: sure, although 
not buttressed as in the case of gilt- 
edged securities. The medium-grade 
bonds have their limitations. The im- 
portant question for the fairly large 
investor is whether or not intelligent 
diversification among a number of such 
issues would not make up for their 
medium-grade quality. If diversifica- 
tion can effect such a result, the di- 
lemma of investors is resolved. They 
can obtain reasonable safety and sat- 
isfactory yields. 


N ‘tie mothe: says the old saw, is 


What is a Medium-Grade Bond? 


There is no class of securities as 
diverse as medium-grade bonds. Gilt- 
edge bonds are almost monotonously 
similar in their margins of earnings 
and assets. Speculative bonds are so 
subject to weaknesses that are patent, 
that the major differences between 
them are in their promise for the fu- 
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ture rather than in their present. But 
medium-grade bonds show yields inter- 
mediate between gilt-edge and specula- 
tive bonds for a great variety of 
reasons. 

In some cases the margin of net 
tangible assets is not quite sufficient, 
in others working capital is not quite 
up to the mark, in others the call fea- 
ture is a menace, in still others the 
bond is unseasoned, in others the earn- 
ing power, while satisfactory over a 
long stretch, is weak at times. These 
are but a few reasons. They have one 
great advantage for the investor we 
have spoken of. He can pick out those 
of this group whose defects are not 
significant for his purposes, and thus 
obtain the benefit of a better yield than 
would result from commitments in 
higher-grade bonds, that did not pos- 
sess more of the essential characteris- 
tics he obtains in these medium-grade 
bonds. A discussion of the bonds 
recommended in the accompanying 
table will make this point clear. 


An Investment in Ten Bonds 


Two government bonds, those of the 
Argentine and of Uruguay have been 
included. These bonds rightfully carry 
a higher return than those of, say, 
Canada or Holland. The reason is to 
be sought in an unsatisfactory debt 
history of the Argentine in the nineties 
and in frequent revolutions in Uruguay. 
Nevertheless the bondholder is justified 
in making such commitments because 


Bonds Both for Income and Price Appreciation 





the Argentine with a primitive devel- 
opment and a population of four mil- 
lions that once defaulted is not to be 
compared with the Argentine having 
ten millions and an advanced indus- 
trial development. Uruguay has had a 
history of many revolutions, but since 
experience has now demonstrated over 
many decades that both parties, Reds 
and Whites alike, scrupulously observe 
foreign obligations, the credit of the 
country is deservedly high. Hence it 
can be said that safety and high re- 
turns are conjoined. 

Public Service of New Jersey 6s, of 
1944, are hovering near their call price. 
Nevertheless there is some warrant for 
believing that this privilege will not 
immediately be exercised. So long as a 
bond is near the call price, but does 
not command a premium over the call 
price, it pays to hold it for higher 
yields as part of a diversified invest- 
ment. The quality of this bond, from 
any viewpoint, is far above its present 
price. Naturally the call price limits 
the scope of its advance, but this fact 
profits the investor who concentrates 
upon a return basis. 

The other utilities in the list such 
as American Power & Light 6s, South- 
eastern Power & Light 6s and Standard 
Gas & Electric notes, are all obliga- 
tions of large holding companies own- 
ing the residual equities in their com- 
prehensive systems. For this reason 
such bonds rightly yield more than the 
bonds of underlying subsidiary com- 
panies. A holding company thrives on 





















































oo emai one EET STS SP LIMIAROSE ATM 
| A $25,000 Bond Investment to Yield Slightly Less Than 6% 
Face Value Coupon Annual Current Yield to Ma- 
Name of Bond Held Price Cost Rate (%) Income Inceme (%) turfty %) 
ONG. Ae BOMD oo cnc cewckasavwsuess sn $3000 101 $3030 6% $195 6.43 6.40 
Public Service of New Jersey, 1944 .......... 3000 106 3180 6 180 5.66 5.45 
American Power & Light, Debs., 2016 ...... 2000 1024 2045 6 120 5.87 5.86 
Seaboard Air Line, Refs. 1959 .............. 3000 724 2167 4 120 5.46 5.86 
Southeastern Power & Light, 2025 ........... 2000 100% 2015 6 120 5.95 5.94 
A he DSS ey 2000 100 2000 5% 110 5.50 5.50 
Se Je rae ey. 2000 99% 1995 6 120 6.0) 6.02 
Chicago & Eastern Illinois, Generals, 1951 .... 3000 84% 2542 5 150 5.89 6.22 
aicmpuay, Ext, S. Fa, 1960 ..........0.0... 3000 9534 2861 6 180 6.29 6.33 
Standard Gas & Electric, Notes, 1935.......... 3000 100% 3015 6 180 5.97 5.93 
UMN Fist ph buicainn sealan oPO cau Kaun aucnwek To Average 
00) Geet | 924850 oeome } S145 Rerens” f 598% 
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margins. That is to say, it is entitled 
to earnings of subsidiaries, when, as 
and if all other charges have been 
provided for. Hence it is felt that 
such bonds as these three possess vari- 
able earning power, that may deflect 
downwards as well as upwards, upon 
the basis of a much smaller variation 
in the net earnings of the subsidiary 
corporations. What the investor must 
ask here is the possibility of such a 
downward deflection in earnings. The 
answer is to be found in increasing 
operating economies and consistent 
gains in net earnings available for the 
holding companies. Even if this tend- 
ency were to lose its present accelera- 
tion, the margin of earnings in these 
three bonds is_ still comprehensive 
enough to rule out all uneasiness. 
Such debentures belong to a class of 
bonds with a good investment history. 
It is stated dogmatically that no elec- 
tric light and power bonds have ever 
defaulted. When it is remembered that 
from 1914 to 1921 public utilities went 
through a drastic slump in earnings, 
the significance of this fact for the 
bonds of large holding companies be- 
comes patent. 

Of railroad bonds only two have 
been chosen. Naturally the rails as the 
standard field for investment would 
reveal the fewest opportunities for 
such a list. In the case of Seaboard 
Air Line a long history of inadequate 
earning power, plus an intensive de- 
velopment program has deferred earn- 
ing possibilities. It is obvious that the 
road is at a juncture where increasing 
capital costs are as yet more signifi- 
cant than the revenue gains that will 
result ultimately from such gains. 
Hence the bonds of the company (al- 
though not of necessity the stocks) 
are in an attractive. long-pull position. 
There can be little doubt, in the mean- 
time, that a good margin is assured 
for the service on these securities. 
Chicago & Eastern Illinois is a road 
that has had a rather poor earnings 
history especially in view of its posi- 
tion as a carrier of bituminous coal in 
a high-cost unionized mining area. 

(Please turn to page 178) 





WAck Me Another!”’ 


The answers to these questions 
have been culled from the In- 
vestors’ Dictionary, published by 
“4 They will be found on page 


Questions 


. What is a “corner”? 

- What is meant by the term “cover”? 
What is a “corporation”? 

- What is “depreciation”? 

- What is ‘depletion’? 

What is meant by “equity? 

What is meant by “ex-dividend”? 
What is meant by “‘ex-rights”’? 

- What is an “Irish Dividend”? 

- What does “E. & O. E.” stand for? 
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Bond Buyers’ Guide 


Bonds for Income Primarily 


Times 
Interest 
Prior Earned 
Liens on all 
GOVERNMENT ISSUES (Millions) debt 
Fs Sarge 6s, 1959 a eae 
Chile 6s, eae 
Dominican Rep. 5%s, 1942 6.4 
Haiti 6s, 1952 sees 
Panama.5'4s, 1953 


RAILROAD ISSUES 


Cabe BR. BR. Ist Gs, 10GB... 000 cicciccvcce ee 
Central of Georgia, Ref. 544s, 1959 
Chicago & West. Ind. Ist Ref. 544s, 1962 
Erie & Jersey, Ist 6s, 1955 
Florida East Coast, Ist Ref. 5s, 1974. (b) 
Great Northern, Gen. ‘‘A’’ 7s, 1936... (b) 
Kan. City Sou., Ref. & Imp. 5s, ’50... 
Minn., 8t. P. & Sault, 1st Con. 5s, 1938. 
Norfolk & Southern, lst & Ref. 5s, 1961, 
Peoria & Pekin Un. Ry., Ist 54s, 1974.. 
Rock Isl., Ark. & La., Ist 4%s, '34. .(b) 
8t. Louis Southwestern, Ist Terminal & 
Unifying 5s, 1952 


PUBLIC UTILITIES 

Amer. W. W. & Elec., Coll. 5s, 1934. (b) 

Brooklyn City, lst Con. 5s, 1941 

Hudson & Manh., Ist Ref. 5s, 1957... 

Indiana Nat. Gas, Ref. 5s, 1 

Louisv. Gas & El., lst Ref. 5s, 1952. .(b) 

a —— Public Service, 1st Ref. 5s, 
b 


N. Y. Steam Corp., Ist 6s, 1947 
Pacific Gas & Eleo., Gen. & 

Public Service of N. J., Sec. 6s, 1944. (a) 
Rochester Gas & El., ‘‘C’’ 5%s, 1948. .(a) 


INDUSTRIALS 


Bethlehem Steel, P. M., 5s, 1936 

Brier Hill Steel, Ist 54s, 1942 

International Paper, Ist 5s, 1947 

Morris & Co., Ist 4%s, 1939... 

Mortgage Bond, 6s, 1932 

Schulco ‘‘A’’ 6%s, 1946. ae 

Sinclair Pipe Line, 5s, 1942 peas 
U. 8. Rubber, Ist 5s, 1947 2.6 
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Bonds for Appreciation 
Primarily 


1 
0 
0 
1. 
1. 
1, 
1 
2 
1 
2. 
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RAILROADS 
Atlantie & Danville, Ist 4s, 1948 
Central New England, Ist 4s, 1961 
Chicago Gt. Western, Ist 4s, 1959 
Erie, Gen. Lien 4s, 1 
Mississippi Central, 1st bs, 1949 
Missouri Pacific, Gen. 4s, 1975 
New Haven, Non-conv. Deb. 4s, 1956 
Northern Ohio, Ist 5s, 1945 
Seaboard Air Line, Ref. 4s, 1959 
Texarkana & Ft. Smith, Ist 5%s, 1950.. 
Western Maryland, Ist 4s, 1952 


PUBLIC UTILITIES 


Brooklyn-Manhattan Tr., 6s, 1968.. 
Market 8t. Ry., Ist 7s, 1940 1 (a) 
Montreal Tram., Ist & Ref, 5s, 1941. @) 
Bierra & San Francisco, 1st 5s, 1949.. 
Utah Power & Light, Ist 5s, 1944 


INDUSTRIALS 
B. F. Keith, lst & Gen. 6s, 1946 


Walworth Co., Ist ‘‘A’’ 6s, 1945 
Webster Mills, 6%4s, 1933 
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Call 
Price 
100 
100 
101G 
100G 
102146 


105T 


Current Yield 
In- 
come Maturity 
6.05 6.07 
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5.62 
6.00 
5.36 
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DEBENTURES 
American Chain, 8. F. 6s, 1933 
American Type Founders, 6s, 1940 
California ey —— 6s, 1939. (a) 
Dodge Bros. Conv. (a) 
White Sewing Machine, ry “ieee (b) 


SHORT TERMS 


Cen. of Georgia Ry., Sec. 6s, June 1, ’°29 31.1 
Gen. Petroleum 6x. April 15, 1928 jae 
Sless-Sheffield P. M. 6s, Aug. 1, 1929... 1.7 


105 
106 
108T 
110T 
105 


102T 
101T 
105 


10614 
84% 
91% 

106% 

1021, 

101 

102% 


ARMS 
S388s 


4.8 
4.9 
4.55 


Note—All bonds in $1,000 denominations, except (a) lowest denomination $500, (b) $100. 
Earnings are on five-year basis unless shorter basis is only one available. 


assumed, earnings of guarantor company are given. 


Y—Recent earnings about 2.16 times. A—Callable as a whole only. 
X—Guaranteed by proprietary 
companies. NS—Not segregated. (c) Listed N. Y. Curb Market. 


gradually lower prices. G—Not callable until 1930 or later. 


Where bonds are 
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American Telephone & Telegraph Co. 











Nation’s Investment Glacier 


Record Quotations for 
Stock —Its Prospects 


HAT great republic of investors, 
American Telephone & Telegraph, 
is rarely thought of as a market 

actor of unusual brilliancy. Great 
bodies move slowly, and it is felt that 
a security scattered over the country 
among 430,000 shareholders, with aver- 
age holdings of 26 shares, is the very 
last stock to register marked advances. 


Small Floating Supply 


Obviously no pool could expect to 
cope with such a situation. On the 
other hand, the small floating supply of 
the stock in Wall Street, perhaps but 
one per cent of the amount outstand- 
ing, has sometimes given the market 
history of Am. Tel. & Tel. an interest- 
ing character. It is notable, though, 
that despite the advance to 172 from 
149, registered in 1927, there was little 
tendency on the part of holders to 
realize on the profit. In other words, 
the stock is held almost 99% as an in- 
vestment, and as nothing else. Hence, 
while shareholders are pleased to see 
advances in the stock, they are not con- 
vinced that they could invest in any- 
thing better with the profits that could 
be realized from sales at a high level. 

This proposition is not true to a like 
extent of any other widely diffused 
stock. U.S. Steel and General Motors, 
for example, show good turnovers in 
the market, and even Pennsylvania 
would respond somewhat more to mar- 
ket developments. It has much less 
diffusion of shareholdings than Am. 
Tel. & Tel., so thet proportionately it is 
far more “in the market.” The 430,000 
shareholders in Am. Tel & Tel., or 500,- 
000 in all Bell Telephone securities 
probably represent a total population 
of two millions directly interested in 
the prosperity of the company and its 
subsidiaries. 

Should the quality of Am. Tel. & Tel. 


122 


Moves Slowly But Surely 


THE WORLD'S TELEPHONES 


as an investment remain what it is to- 
day, even without notable improvement, 
the declining yields on pure invest- 
ments ought to result in still further 
advances in market value of the shares. 
The strength of this issue, for its 
holder, consists in just this: Am. Tel. 
& Tel. has only to hold its present earn- 
ing power to register market gains. In 
other companies having less investor 
stability, it is needful for earnings to 
advance if present market gains are 
to be sustained for a long time. The 
only question for Am. Tel. & Tel. 
shareholders then concerns the stability 
of earning power. In view of the fre- 
quent assertion that telephone invest- 
ment rises ratably with telephone reve- 
nues, it is needful to examine this 
assertion afresh to determine future 
earning power possibilities. 


Telephone Investment Shows Stable 
Earning Power 


The telephone plant investment of 
the Bell System in the United States 
is 2.78 billions. Operating revenues 
derived from this investment in 1926 
were 823 millions. Both figures exclude 
inter-company duplications and are 
therefore net figures for the system. 

The immensity of the Bell System 
could not be better put than in these 
astronomical sums. Apart from the 
romance of such immense development, 
however, the low ratio of plant invest- 
ment to operating revenues reveals the 
real desirability of Am. Tel. & Tel. as 
a permanent investment. The ratio is 
less than 3.4 times to 1. That is to 
say, the earning power of telephone 
property investment exceeds that of 
any other public utility of importance. 
In electric light and power industries, 
for example, a ratio of from five to 
one to six to one is normal, and in 
hydro-electric enterprises it is needful 
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to invest even more to attain revenues. 
Hence, the efficiency of the telephone 
system, and its peculiar economics have 
gone far towards making it profitable. 

Against this obvious figure, the 
pessimists have urged that the future 
is not likely to be as bright as the past. 
They point out that each additional 
subscriber means a_ proportionately 
higher investment per telephone. In- 
terconnections grow in complexity and 
expense. 

They hold that telephone subscribers, 
unlike the customers of any other en- 
terprises, do not cut the cost of opera- 
tion or investment per unit served. For 
example in a hydro-electric enterprise, 
once the investment is adequate, every 
increase of customers means a pro- 
gressively greater net profit. The capac- 
ity of the investment is always greater 
than the initial body of consumers can 
employ, and overhead does not at all 
increase in proportion to gross operat- 
ing revenues. The same proposition is 
so obviously true among industrials 
that we have come to look upon this 
fact as an axiom in the growing con- 
centration of industrial enterprise. But 
it is urged that the telephone requires 
an increasingly complex investment as 
urban and inter-city traffic grows, and 
that this increased investment means 
that unless rates are pushed forward 


constantly, the telephone business must ~ 


show a law of diminishing returns. 
A Change to Be Anticipated 


There is some truth in this theory. 
But like all theories it should be ex- 
amined in light of the record of Bell 
Telephone ratio of earnings to invest- 
ment over a series of years. If in the 
past this tendency has not exhibited it- 
self, there is little likelihood that it 
will in the future. Telephones have in- 
creased tenfold in the twentieth cen- 
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tury, and such a rate of gain 
is not possible in the next 
quarter century. To attain 
it nearly two hundred million 
telephones would have to be 
connected by 1950—a very 
unlikely performance. 

As the telephone passes, 
say, the thirty million mark, 
the number of new subscrib- 
ers will grow at a rate more 
and more like the rate of 
gain of population and in- 
dustry. The saturation point 
will never be reached, but as 
Dr. Johnson sagely observed: 
is easy enough to grow tO) ai, 
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be five feet tall but not so 

easy to be seven feet.” Hence, if the 
terrific rate of customer increase in the 
last tweny-five years has led to no in- 
crease of property investment in ratio 
to gross and net earnings, it follows 
that in the future this factor is less to 
be considered than ever. In fact, a 
slower rate of telephone development, 
would lead to emphasis on operating 
economies, and so the picture would be 
reversed entirely. 


Investments and Earnings 


In 1920 plant investment was 1.36 
billions for the entire Bell System, and 
gross operating revenues 449 millions, 
net operating revenues being 102 mil- 
lions. In 1922 plant investment had 
risen to 1.72 billions, gross operating 
revenues to 546 millions, net operat- 
ing revenues now being 158 millions. 
In 1924, plant investment advanced 
markedly to 2.26 billions and operating 
revenues to 657 millions, net operating 
revenues now being 190 millions. In 
1926 plant investment had come to 2.78 
billions, gross operating revenues to 
823 millions and net operating reve- 
nues to 268 millions. The number of 
telephones both properly in the Bell 
System and connected therewith for 
1920, 1922, 1924 and 1926 respectively 
were, roughly, 12.6 millions, 14 mil- 
lions, 15.8 millions and 17.6 millions. 
The proper combination and relation of 
these post-war figures should reveal the 
story of Bell System earnings. The 


This chart indicates the steady in- 
crease in revenues each year since 
1900. Of the total revenue of $844,- 
000,000 in 1926, $557,000,000 was 
from local exchange service, $248,- 


balance from 
non- 


toll service and the 
miscellaneous operating and 
operating sources, 
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TOTAL FUNDED DEBT COMPARED WITH 
TOTAL PHYSICAL PROPERTY 
BELL SYSTEM 
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relation of the ultimate earning power 
of Am. Tel. & Tel. common stock to 
these figures ought to give the best 
clue to future earning power. 

The ratio of plant investment to 
gross earnings in 1920, 1922, 1924 and 
1926 respectively, was 3.02, 3.16, 3.40 
and 3.37 times. The ratio of plant in- 
vestment to net operating revenues was 
13.3, 10.8, 11.9, and 10.3 times. The in- 
crease in telephones, in ratio to plant 
investment is revealed by there being 
an investment of $104 per telephone in 
1920; $123 in 1922; $143 in 1924 and 
$158 in 1926. There is unmistakably a 
greater property investment per tele- 
phone employed. 


Still a Money-Maker 


What was the significance of this for 
earnings? The ratio of plant invest- 
ment to gross earnings had risen 
slightly. The ratio of net earnings to 
investment, however, had declined con- 
siderably. In other words, there was a 
greater investment per telephone, and 
per cash receipts, yet the profits per 
telephone were greater. For the net 
operating figures per telephone were as 
follows: In 1920, $8; in 1922, $11.20; 
$12 in 1924 and $15.20 fh 1926. Hence, 
the fact that there is a larger invest- 
ment per telephone, as the pessimists 
have charged, is true. The implication 
that there is consequently a smaller 
earned power per telephone, is false. 
In other words, the gains in operating 
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economies are a more signifi- 
cant feature of the telephone 
industry than the much- 
touted law of increasing in- 
vestment per unit. A gain 
of nearly 100% in earning 
power per telephone em- 
ployed in only six years is a 
more striking example of 
gains in earnings per unit 
than can be said of any other 
utility whatsoever. The tele- 
phone is still a consistently 
gaining money-maker. The 
profit arises in the reduction 
of the expenses deduction 
from gross operating reve- 
nues. 

While the deft statisticians and en- 
gineers of the Bell System, perhaps the 
most brilliant wielders of mathematics 
grouped together, have predicted the 
secular gain in telephone uses for the 
next ten years, a layman using cruder 
instruments may reasonably assume 
that there will be at least 25 million 
telephones employed in 1937. Since 
the earning power per telephone rose 
by nearly 10% per annum from 1922 
to 1926—years when the post-war dis- 
turbances had ceased—a rate of gain 
half that for the next decade should 
result in an earning power for the Bell 
System of over $23 per telephone, or 
net operating revenues of 575 millions, 
as against 268 millions today. Since, 
despite all capital additions, the gain of 
100% in earning power per telephone 
of the Bell System in the last six years 
has not yet expressed itself by a full 
doubling of quotations on the 1920 low, 
the investor in Am. Tel. & Tel., may 
realize that there is still room for im- 
provement on the basis of the past per- 
formances of the company. 





= 
= 
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Conclusions 


On the basis of a decline in invest- 
ment yields, and a progressive gain in 
operating economies, plus radio-tele- 
phony profits, Am. Tel. & Tel. comes 
close to being the ideal combination of 
a splendid investment with excellent 
appreciation possibilities. It should 
continue to be held as a mainstay, and 
not as a profit-taker. 


‘TOTAL REVENUES 
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How to Read a Balance Sheet 


Second of a Series of Two Articles of Great Interest to Investors 


By JOHN DURAND 
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mately fall upon the shoul- 
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PWNHE present article may 
be regarded as a com- 
panion piece to the 

one on: “How to Read an 

Income Statement,” which 

appeared in our issue of 

May 7. Our accountant 

friends may find it puzzling 

to wholly reconcile the ac- 
companying typical Consoli- 
dated Balance Sheet with 
the typical Consolidated 

Income Statement therein 

presented, for hypothetical 

statements constructed 
mainly for educational pur- 
poses can scarcely be ex- 


very great interest. 


NVESTORS will find this article and its 

predecessor “How to Read an Income State- 
ment” which appeared in the May 7 issue of 
Both articles are well 
worth studying as they enable investors to ob- 
tain a definite idea of the earnings and value of 
the companies in which they may be interested. 


ders of the outright in- 
vestor. It might be good 
business to credit apprecia- 
tion to surplus, were it not 
for the possibility that 
some subsequent deflation- 
ary movement in values 
may render the reverse en- 
try obligatory. Extraordi- 
nary charges to surplus are 
always embarrassing, par- 
ticulary after credits have 
been capitalized by stock 
dividends. 


ASSETS 





pected to show the same de- Oe 


gree of consistency that 
arises from actual operations. It is believed, however, that 
such discrepancies as may be brought out through close 
comparison of the two financial statements will scarcely be 
of sufficient importance to impair the value of these state- 
ments as a means of illustrating the ordinary methods of 


analysis. 


A Typical Consolidated Balance Sheet 


A Consolidated Balance Sheet, if the items are properly 
reported, should present a condensed but clear picture of 
the values of a company’s various assets and liabilities, 
after eliminating intercompany debits and credits. It is 
called a “Balance Sheet” because, due to the process of 
double entry accounting, total debits must necessarily equal 
total credits. The accompanying hypothetical form in- 
cludes most of the items ordinarily encountered in annual 


reports. 
“Value” 


* 

Before examining the items in detail one should first 
scrutinize the report for an answer to the all important 
question: “What does the company: mean by “Value”? 
Practice varies here widely, especially when it comes to 
appraising assets. 

A few companies (fortunately in the minority today) 
value everything at original cost, without deduction for 
shrinkage or deterioration; most companies use original 
cost less depreciation; some defend the employment of “Cost 
of Reproduction”; while the more conservative organiza- 
tions lean toward “Liquidation Value” (i. e., the sum which 
it is estimated the various assets would bring should the 
concern conclude to wind up its affairs). 

For income tax purposes the government stipulates that 
inventories must be carried at cost or market value, which- 
ever is the lower, and, so far as this one item is concerned, 
the practice is quite generally followed. When it comes 
to valuing fixed assets, however, there are so many angles 
to the problem — legal, accounting, and economic, not to 
mention questions of expediency—that about the best to be 
expected just now by way of uniformity is that the com- 
pany will clearly state its method of valuing assets in order 
that the public may draw its own conclusions. The whole 
subject promises svon to become the storm center of a great 
legal battle between our railroads and the Interstate Com- 
merce Commission. 

A company which habitually makes inadequate provisions 
for deterioration of assets must be adjudged guilty, in 
effect, of overstating its profits. This may temporarily 
benefit certain manipulators; but the penalty must ulti- 
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Real estate, plant and 
equipment constitute what are known as the “Fixed 
Assets,” or permanent capital, which must remain intact 
during the life of the company. The account includes land, 
buildings, machinery, tools and other property held for use 
in the company’s regular line of activities; but not intended 
to be sold (like merchandise), converted by manufacture 
(like raw material), or currently consumed (like supplies). 
Mobile assets of the latter character are reported among 
current assets under the heading, “Inventories.” 

Royalties include advance payments by outsiders, together 
with the present worth of royalty contracts, for the use 
of company-owned mines or patented processes. 

Investments cover stocks and bonds of controlled com- 
panies whose property and operations are not included in 
the parent company’s consolidated statements. Marketable 
securities (under “Current Assets’), on the other hand, 
comprises stocks and bonds in which the company has in- 
vested its superfluous cash, and which may be marketed 
on short notice without interfering with the company’s 
ordinary operations or altering its corporate relations. It 
is customary for analysts to include such securities, along 
with demand and call loans, under the caption, “Cash and 
Cash Items.” 

Good-will, organization expenses and patents ordinarily 
represent certain intangible services, rights and privileges 
which have been paid for through issue of common stock. 
New companies sometimes assign to this item a value con- 
siderably in excess of the par value of stock issued against 
it, in order to begin operations with a “Paid In” surplus. 
While there is much to be said in defense of this account, 
the more conservatively managed corporations like to write 
it off as rapidly as possible, and analysts customarily 
exclude the item in computing net worth. 

Subscriptions show the unpaid balance due the company 
on stock which it has issued (frequently to employees) 
under a partial payment plan. This account is usually 
represented by notes, secured by deposit of the stock sub- 
scribed for. The full amount of stock subscribed is in- 
cluded among the liabilities, while payments already re- 
ceived will be distributed among the various assets for 
which the money was spent. 

Sinking and reserve fund assets is an account regarding 
which there is frequently much confusion in practice, 
though the theory is quite simple. Many balance sheets 
omit this item, while reporting its contra (“Sinking Fund 
and Appropriation Reserves”) on the liability side. 

As pointed out in our previous article, reserves of this 
character are really subdivisions of surplus, and merely 
serve as a means of giving notice that a like amount of 
current assets has been earmarked for the purposes desig- 
nated. A “Fund,” on the other hand, is an asset, an 


THE MAGAZINE OF WALL STREET 




















= FF 


ce Se 



















Table I.—Consolidated Balance Sheet 
ASSETS 
Real Estate, Plant and Equipment................ $20,000,000 
RE SS a ee ee Ae ee ee ee 200,000 
Sp aac aScen baksakoe ees 0 cass Rages eae oie 2,400,000 
Good Will, Organization Expenses and Patents.... 4,500,000 
Oe ee ee errr errr es 600,000 
Sinking and Reserve Fund Assets ............... 1,810,000 
Deferred and Prepaid Assets .......scccsccccccces 60,000 
ED Gbbcoes boats sandaesectase eieneep. * caneus 
$29,570,000 
Current Assets 
NM ow nnsire cee dadn sss 0% 64440004) eres scpesseew $1,500,000 
MERTROCNED TOOUTOTIOD aoe i500 08's on cscceessecesess 750,000 
Bills and Accounts, Notes and Loans, Receivable.. 800,000 
ee te a oe ee Cee eee 80,000 
TUE aS OSs cie sp ons ie ak Scab Seusedns <@e 3,000,000 6,130,000 
DAU NUAD fi oiesaccelepscnachasp eae Runa eas $35,700,000 
LIABILITIES 
Er Te EE Per EC ee er Ceres $5,460,000 
PA PEC een eee 1,710,000 
Preferred Stock (par value $100)...............+. 6,250,000 
Common Stock (par value $100) ................0. 10,000,000 
Capital Stock of Subsidiaries in hands of public.. 250,000 
Open Accounts Subsidiaries ..........-.......0005 100,000 
ee eee et ren 2,410,000 
DPDCOEINE TRIIEOS nin sissies 6 Skin sow cK sc ¥608% 50 4,500,000 
ey ge RMN AAAS oa skies 300,000 
Pe Pe EE 68S 9 5 538 oasis nis 80:3 O NNR ESE ST 1,700,000 
; $32,680,000 
Current Liabilities 
OC NED Sa ss ckbauwats cl dae taacwowns $310,000 
ED fant babes 6d RAGAN deeb TCS beds beeen 1,000,000 
Acceptances .......... Rial Sie -ae a wie aie Ve Penaeus 10,000 
OCR E IEEIIND G AGS 5s oo kb cine dees JhGe~wens 25,000 
ROOT EPEEEND. oad.058s0en sess veesana Ae 15,000 
eR ee eee ee 250,000 
Accrued Interest and Unclaimed Dividends ........ 110,000 
SFL ES 55 ic tisk aslees oes cniswsne ses daes 325,000 
TOURER VO Gee THOM 6555 8.0 seen sees san ce desea 975,000 $8,020,000 
Was rE Gea aS euWoRaee ccan bes $35,700,000 
DE ee nr ey Lae ae ee ee ee eer $1,600,000 
Common earned ($ per share).................... 16.00 
WW OB SINE GOMPNOURE ics 16 0c 050 6 05-04 66.60 4:054 bab ede cies aes 3,110,000 
Ratio Current Assets to Current Liabilities (Omit- 
ting Reserve for Dividends) ................... 8 tol 
a = Article on: ‘‘How to Read an Income Statement,’’ in our issue of 
ay 7. 
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value of their stock. In fact, portions of the surplus are 
not infrequently distributed to stockholders, from time to 
time, in the form of stock dividends. 


Working Capital 


Current assets include cash and items which, in the nor- 
mal course of business, will be converted into cash within 
the period of a year or less. Current liabilities include all 
items which, in the ordinary course of business, must be 
liquidated during the year. The definitions suffice to ex- 
plain the sometimes puzzling question as to why accruals 
are included among current liabilities, though prepaid 
items are not reckoned among the current assets. Work- 
ing capital is the difference between current assets and 
current liabilities. 

The amount of working capital a company requires 
depends upon the nature and volume of its business, and 
frequently varies considerably with the seasons. The best 
standard by which to gauge this item is the ratio of 
annual sales to working capital, a ratio known as “Turn- 
over.” A department store will have a larger turnover 
than a steel company, and a cash business will ordinarily 
turn its working capital oftener than one conducted on 
credit. Companies with a large turnover can usually work 
on a smaller margin of profit per unit than those with a 
low turnover. 

A good measure for judging the adequacy of inventories 
is the ratio of inventories to sales. Excess inventories are 
a source of speculative profits in times of rising prices; 
but a source of loss in falling markets. For this reason 
inventories should be weighed carefully when analyzing a 
report. A rough normal for the indices here described 
may be arrived at by striking the average for a number 
of companies engaged in the same line of activities. 

An index much used for measuring a company’s finan- 
cial strength is the ratio of current assets to current 
liabilities. A high ratio goes with a high credit rating. 

(Please turn to page 166) 











TE tt 


should consist of actual cash and marketable securities set ~ 
aside for a specific purpose and reported separate from 
other “Cash and Cash Items.” A “Sinking Fund” is 
ordinarily created for the purpose of retiring all or part 
of the company’s bonds or preferred stock, and should be 
trusteed. Cash received by the trustee from the company 
Is frequently invested in the issue which the fund was 
created to retire, and interest or dividends therefrom 
credited periodically to the fund. Where a sinking fund 
teserve appears on the liability side, with no offsetting 
item mentioned among the assets, one is justified in won- 


dering if current assets may not have been swelled at the : 


expense of the sinking fund. 

Deferred and prepaid assets cover rent, services, insur- 
ance and material paid for in advance. Among the liabili- 
ties appear analogous items, termed “Accruals,” which 
show the amounts of various periodic obligations which 
have accrued to date of the report, but for which payment 
Is not yet due. 

An accumulated deficit is treated as an asset, not only 
because the item balances any excess of liabilities over 
assets, but also because it represents the amount which 
Common stockholders would have to concede to the company, 
mM event of liquidation, on their claim to receive par for 
their holdings. Surplus, on the other hand, is a liability 

use it represents an amount which (according to the 
ks) is due to stockholders, over and above the par 
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Table II.—Figuring Book Value of 

















Common 
ET MEE 6 sao Cac Ah eal GaasaeLaReeedes odsseine esa coanes $35,'700,000 
Less Good Will, Organization Expenses and Patents....... 4,500,000 
$31,200,000 
Less Deductible Liabilities: > 
Opon Accounts Subsidiaries .................. $100,000 
MN ceies dpe Osta keen Ph ids skaad onaeianes 2,410,000 
NIUE EINAG AMM NINURO 60 ose ois. id acbwsin aco.6,4 cde aireaie 8,020, 5,530,000 
Net Tangible Assets (Net Worth) ............... $25,670,000 
Less Bonds Subsidiaries ........0.s.ceccccvcece $1,710,000 
Capital Stock Subsidiaries.... .............++ 250,000 1,960,000 
Equity for Company’s Bonds .................2005 $23,710,000 
Less Company’s Bonds outstanding ............. $5,460,000 
Premium on Bonds in the event of liquidation 
OF EIT iccets vies h oad dtsice peeve coweteader 4 wares. 
Bond interest in arrears (if any) ............ 9 seeees 5,460,000 
Equity for Company’s Preferred Stock............ $18,250,000 
Less Company’s Preferred Stock outstanding.... $6,260,000 
Premium on Preferred Stock in event of 
MEER OOD calc ckisetsectawssesese . wecwuns 
Preferred dividend arrears (if any).......... .sseee 6,250,000 
Equity for Company’s Common Stock............. $12,000,000 
Book Value of Common Stock ($ per share)........ 120 
x Amount earned on Net Tangible Assets (E plus 
eee pike ans only waa be inte 2,550,000 
% Earned on Net Tangible Assets ............... 10.0 


x Cf. article on: ‘‘How to Read an Income Statement,’’ in our issue of 
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Pan American Petroleum & Transport Co. 








Pan American’s Dividend Status 


How Safe Is the $6 Dividend ?—Newer Diversification of Interests 





HE Pan American stocks are 
selling to yield more than 10%. 
Does this indicate that the un- 

settlement in Mexico will result in 

a dividend cut? Just how serious 

is the Mexican situation? Will 
increased shipments from Lago’s 

Venezuela properties compensate 

for loss of production in Mexico? 

How will the bearish petroleum 

situation in the United States in- 

fluence earnings? Will the company 
suffer any further losses as a result 
of the unfortunate Elk Hills Naval 

Reserve incident? 

To answer all these questions 
would be to take the “speck” out of 
speculation; and if the Pan Ameri- 
can shares should cease to be specu- 
lative the Stock Exchange would 
lose two of its most fascinating 
issues. But after all the Pan Ameri- 
cans do not qualify as mystery 
stocks because there are enough 
known factors in the company’s 
affairs to provide the basis for an 
intelligent analysis. The risk ele- 
ments are concrete—open to discus- 
sion. 


The Known Facts Stated 


We begin by stating the facts 
which may be conceded. Pan 
American Petroleum & Transport 
Company and its subsidiaries own 
or control (conceding the validity of 
legal titles) the most valuable group 
of petroleum properties in Mexico, one 
of the largest and most promising 
Venezuela oil developments, a substan- 
tial production in the heavy oil fields 
of Arkansas, a large and partially 
proved acreage in West Texas, an ex- 
tensive gasoline distributing system in 
the eastern section of the United 
States, one of the world’s biggest 
tanker fleets, and probably the largest 
fuel oil marketing organization except 
that of Standard Oil of New Jersey. 
No one questions the size of its crude 
oil reserves or the substantial assets 
back of the shares. 

Fuel oil is the biggest factor in its 
prosperity; and the fuel oil market 
fluctuates less violently as a rule, than 
the market for gasoline. Probably 
90% of the output of the wells of sub- 
sidiaries is low gravity crude, material 
from which fuel cil is the most impor- 
tant product. Last year fuel oil made 
up 50% of the total volume of business 
in dollars and 70% of the total volume 
in barrels. Gasoline sales comprised 
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—Mexican Situation Now More Hopeful—Market Observations 


By FERDINAND OTTER 





rels of crude oil have been produced. 
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-y] Incident to Mexican operations the 
company is probably the largest 
taxpayer which the southern repub- 
lic has had. 


Unknown Factors 


The Mexican properties are held, 
with a few exceptions, under fee or 
through lease by acquisition from 
private owners. Under the Mexican 
Constitution of 1917 and the legis- 
lation supplementary to that instru- 
ment, specifically the Petroleum 
Law, all titles, in order to have legal 
standing must be in the form of 
concessions from the government. 
Pan American has not recognized or 
“accepted” this legal status and the 
United States government has up- 


held the company, making the 
Petroleum Law an_ international 
issue. 


The more rigid enforcement of the 
Petroleum Law began with 1927, 
and has resulted in curtailed drilling 
operations and in a substantial re- 
duction in the amount of crude oil 
taken from Mexico. The loss in 
production is being compensated for, 
at least in part, by the increased 
production of Lago Oil & Trans- 
port, about 95% of the stock of 
which company is owned by Pan 








os 





oe 


American. However, Pan American 





about 13% of the entire gross receipts. 

Aside from about 20,000 barrels of 
domestic production and the marketing 
organization in the United States, the 
income producing properties are lo- 
cated largely in foreign countries 
where political conditions may be ex- 
pected to be frequently unstable, Mexi- 
can and Venezuelan production being 
the backbone of the enterprise. So far 
(the producing history of Lago Oil & 
Transport is still quite young) Vene- 
zuelan political conditions have been 
uniformly settled. On the other hand 
there never has been a time in late 
years when Mexico has not been dis- 
turbed. 

Although much has been made of the 


company’s excessive risks in Mexico, it 
is a matter of record that Pan Ameri- 
can never has had an _ unprofitable 
year and never has failed to pay regu- 
Operations frequently 
have been interrupted, or more ac- 
curately much curtailed, but large 
scale interruptions have been of short 
More than 300,000,000 bar- 


lar dividends. 


duration. 


still is operating in Mexico, produc- 
ing more oil there than any other com- 
pany, and has not ceased to drill addi- 
tional wells. 

No one knows how this Mexican is- 
sue finally will be settled. The Ad- 
ministration hopes and believes that 
Mexico will yield, or at least will com- 
promise favorably. The outlook, ac- 
cording to high government ofiicials, is 
much more favorable than three or 
four months ago, diplomatic relations 
being much less strained; and the 
Mexican government seems to be more 
liberal in its enforcement of the provi- 
sions of the Petroleum Act. Some of 
the drilling prohibitions have been va- 
cated by injunctions obtained in the 
Mexican courts against their enforce- 
ment, and some new drilling permits 
have been issued. The whole matter 
is before the Mexican Supreme Court, 
and hopes are entertained that a favor- 
able decision may be rendered. Un- 
less there is a solution of the difficulty, 
or at least a partial solution, Pan 
American more and more is likely t? 
concentrate operations out of Mexico. 
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In fact this is what it is doing al- 
ready. Lago’s properties in Venezuela 
are under aggressive development, and 
potential output from wells already 
drilled is in excess of 70,000 barrels a 
day against less than 20,000 barrels at 
one time last year. The Tampico re- 
finery in Mexico is being used to treat 
Lago crude. The New Orleans plant 
is working on crude purchased in the 
new West Texas fields and at the proper 
time the parent company’s own pro- 
duction in West Texas can be increased 
rapidly. Only a few years ago Pan 
American had no production in the 
Mid-Continent. Now it is taking 
20,000 barrels of crude daily from 
Smackover and surrounding heavy oil 
fields. Mexican output is under rather 
than over 70,000 barrels a day com- 
pared with 120,000 barrels at one time 
a few years ago. If this realignment 
of properties continues, what will be 
the influence on earnings? Will Pan 
American be able to produce crude as 
cheaply and as effectively in the new 
territories as it has been able to ob- 
tain production in Mexico? How ex- 
pensive will this process of readjust- 
ment be? Will it entail new financing? 
What will be its influence on dividend 
policy? 


Importance of Lago’s Production 


Then there is the question of divi- 
dends from Lago Oil & Transport. 
This company recently declared an 
initial dividend of 75 cents a share, 
which may or may not be continued 
quarterly. If it is to be continued 
quarterly the Lago properties will have 
to strain every nerve, at least for the 
present; but a dividend of $3 a share 
from Lago would be sufficient to take 
care of about half of Pan American’s 
own dividend requirements. How de- 
pendent is Pan American on Lago? 
How much will the surplus production 
in the United States reduce the earn- 
ings of the domestic properties? How 
will profits from gasoline distribution 
be affected? Will lower prices for 
domestic crude oil be reflected in the 
International fuel oil market? Can 





Pan American continue to obtain $1.75 
a barrel for fuel oil with low grade 
Mid-Continent crude selling well under 
$1 a barrel? 


Will Fuel Oil Prices Hold? 


It will be remembered that weakness 
in the fuel oil market on a previous 
occasion, following the 1923 flush pro- 
duction in the United States resulted 
in a cut in the dividend rate on Pan 
American shares from $8 to $4 per 
annum, and that only a recovery in 
the fuel oil market enabled the directors 
later to increase the rate to $6. Per- 
haps the crude oil price situation, after 
all, is one of the factors in the 10% 
yield now offered by the shares. Possi- 
bly here is an element of as much im- 
mediate importance as the Mexican 
situation. 

It does not take much figuring to 
arrive at the conclusion that a lower 
margin of profit on gasoline and a 
reduction of 20 cents to 40 cents a bar- 
rel in fuel oil could reduce earnings to 
a point where the $6 dividend would 
not be covered, especially at a time 
when operating expenses probably are 
abnormally high due to the apparent 
gradual change in the source of crude 
oil, 


Lower 1927 Earnings Probable 


No outsider ever yet has had a clear 
picture of Pan American’s entire prop- 
erty situation. Its operations extend 
from Maine to Brazil, from the shores 
of the Gulf of Mexico and Maracaibo 
Bay to the Continental fuel oil mar- 
kets, and productive activities are cen- 
tered in four widely separated and en- 
tirely distinct general oil fields. There 
is always the chance that an observer, 
regardless of how carefully he studies 
the company, will miss something 
highly significant. So it is dangerous 
to jump at any general conclusion con- 
cerning the company. 

But with the petroleum markets as 
confused as they are now and with 
operating expenses mounting because 
of the realignment of producing activi- 


ties, it does not seem an especially 
dangerous observation to say that the 
company probably will not earn as 
much per share in 1927 as it did in 
1926 and 1925. If it earns more, it 
will be a miracle—nothing less. 

The encouraging thing to remember 
is that the company never has had 
an unprofitable year, and that its risks 
now are better distributed than ever 
before both in the distributing and in 
the marketing division. Unlike some 
of the American companies — indeed, 
most of them — Pan American is not 
headed for a deficit. The mere avoid- 
ance of a deficit, however, does not 
mean that the $6 dividend is safe, only 
that the dividend probably will not be 
passed altogether. 


Finances and the Government Suit 


At the end of 1926 current assets at 
59.1 million were almost three times 
20.8 million current liabilities and the 
company had 87.5 million in cash and 
securities against negligible bank loans 
and a funded debt (including subsidi- 
aries) of 30.2 million. Eleven million 
of the cash and securities item men- 
tioned above represents Pan American 
Western notes which the company does 
not count as a current asset, and 
which probably could not be marketed 
at par right now. 

In 1922 the company constructed at 
Pearl Harbor in Hawaii a storage 
plant for fuel oil and other petroleum 
products to be used by the United 
States Navy, the project being a part 
of the ill-fated Elk Hills Naval Re- 
serve contract which recently was set 
aside by the Supreme Court. Under 
the decision, Pan American, in order 
to retain funds already received in 
connection with the construction of 
this plant and obtain and retain pay- 
ments made to it for fuel oil, must 
carry its case to Congress. Should 
Congress maintain a hostile attitude 
toward the company, it might be diffi- 
cult to effect a satisfactory settlement, 
for the claim cannot be established in 
court because of Supreme Court de- 

(Please turn to page 177) 











Dividends 


Production, Capitalization, Earnings and 





Net for 
Dividends 


Dividends 
Per Share 


Earned 
Per Share 


Shares 
Issved (a) 


Bbls. Crude 


Year ending Dec. 31 Produced 











10,866,563 (c) 
29,377,965 (c) 
55,400,878(c) 
40,000,000(d) 
36,369,695 (h) 
38,656,785 

40,812,000(b) 


1,403,529 
1,403,534 
2,123,349 
2,558,699 
2,676,534 
2,756,321 
3,355,014 


$12,987,753 $9.70 


12.94 


$6.00(e) 
6.00 





18,162,614 





31,575,937 19.43 


20,352,387 


6.50(F) 
8.00(g) 
5.50 
5.50 





7.96 





15,185,072 5.86 





27,335,994 
31,280,514 


9.92 





9.92 6.00 





(b) Includes Lago Oil & Transport. 
(g) Plus 20% in stock. (h) Includes California production since sold. 


(c) Mexican Petroleum Company only. (d) Unofficial. (e) Plus 
(i) Earnings for 1923 and 1994 


(a) Shares of common and common B, 
10% in stock, (f) Plus 25% in stock. 
Teflect influence of low fuel oil prices, 
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& Ten Aitartive Non- 
Dividend Paying Stocks 





Each of these stocks has been selected as the most attractive non-dividend paying issue 
among the members of its own market group. Selections, of course, have been based on long- 
pull possibilities and purchases, if any, should be on this basis. 
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1.—Railroads—Missouri Pacific 


Upward Progress Only Tempo- 
rarily Retarded by Flood 


HATEVER justification there may have been for the 
great strength manifested this year in the market 
for non-dividend rails, there is no question but that 

the establishment of Missouri Pacific common at higher 
levels is based on genuine prospects. Unfortunately the 
territory served by the road is located to a considerable 
extent in sections ravaged by the great floods in the 
Mississippi Valley, so that the resulting damage to property 
will necessitate an outlay of funds during the months to 
come, the amount of which cannot be accurately determined 
as yet, but which, according to company officials, will be 
very much less than originally estimated. What losses are 
occasioned by the flood, as far as the company is concerned, 
are likely to be more the result of reduced purchasing 
power and the consequent smaller movement of freight into 
the devasted regions, but these should not be such as to 
counteract the constructive efforts of the present manage- 
ment that have had so beneficial an effect upon earnings in 
recent years. 

The possibilities of Missouri Pacific have been reviewed 
many times in this publication during the past year, and 
it is not necessary to go into any great detail at this time. 
The immediate point of interest affecting stockholders is 
concerned with the large accumulations of unpaid dividends 
on the preferred stock, now well over $40 a share, and when 
action will be taken towards liquidating this obligation. 
The advance in the market for both classes of stock has 
undoubtedly been predicated to some extent on expectations 
of an early adjustment of this matter, and there is the 
possibility, of course, that it will be decided to defer action 
for a time, pending more complete knowledge of the havoc 
raised by the flood, which accounts in large part for the 
yecession in the price of the common from its high point. 
There is nothing apparent in the situation, however, that 
would appear to warrant any material alteration in future 
plans, and intermediate reactions of this character simply 
provide an opportunity for the acquisition of a promising 
long-range speculation on better terms. 

(Please turn to page 179) 
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2.—Steel—Bethlehem Steel 


Second Largest Steel Company 
Nearing End of Construction 


BOUT five years ago, Bethlehem Steel embarked upon 
an ambitious program of expansion which began with 
the absorption of Lackawanna Steel. In the year 

following, Midvale Steel & Ordnance was added to its con- 
quests. During the intervening years, the company has 
been handicapped by the burden of bringing its enlarged 
organization to a high state of operating efficiency. Large 
sums have had to be expended on improvements and addi- 
tions, a considerable share of these outlays being necessi- 
tated by rehabilitation and modernization of the acquired 
properties. 

Though Bethlehem was lifted to rank as the second larg- 
est steel company and now towers high above all other 
independents by virtue of these acquisitions, its rise to 
ascendency was accompanied by difficulties. Greater sums 
have had to be devoted to the construction and improvement 
program than originally anticipated. Thus, while the steel 
industry generally was registering a notable recovery in 
1923, Bethlehem’s revival was rather feeble. In the next 
three years, the company appeared to be hanging back 
owing to the burdens involved in cutting out deadwood 
among the plants taken over and also because of increased 
charges resulting from expansion in capital account. 

The marked increases in bonded debt and preferred stock 
capitalization have given rise to belief that Bethlehem’s 
financial structure is rather top-heavy. This assumption, 
however, does not seem altogether justified. By comparison 
with the U. S. Steel Corporation, Bethlehem’s capitalization 
amounts to approximately $77 per ton of ingot capacity 
against $83 for the leading interest. 

It is obvious, nevertheless, that the corporation’s true 
earning power cannot be measured by results achieved in 
the period since the Midvale and Lackawanna properties 
were taken over. Operating costs were unduly high s0 
that, in 1924 when the steel industry experienced a marked 
mid-summer slump, Bethlehem was forced to suspend com- 
mon dividends. 

Upwards of 80 million dollars have been spent in the last 

(Please turn to page 179) 
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3.—Phonograph—Victor Talking Machine 
One Time Industrial Aristocrat 


Stages Strong Comeback 


ICTOR TALK- 
ING MACHINE, 
the largest manu- 
facturer of talking 
machines in the world, 
so dominates the in- 
dustry it serves that 
a resume of the prog- 
ress made by this 
company over a period 
of years is practically 
a history of oral re- 
production itself. 
From a modest be- 





Victor Talking 
Machine 


CAPITALIZATION 
Pfd. Stock 7% Cum... 
Prior Pref. 7% Cum... .20,766,780 
$6 Cum. Conv. Pfd....12,113,955 
Common Stock ....... 571,068 shs 


$6,900 


Gross *Net per Share 


Year Sales for Common elie . ani 
1921....$51,281,276 $3.58 ginning, its destinies 
1988 41.577 .007 1.40 guided by the genius 
1928.... 44,160,211 11.50 of an individual, Vic- 
sits deci abs . tor gradually rose to 

eee ee = undisputable leader- 
1925.... 20,857,956 def. 18.50 ship in the phono- 
1926.... 48,664,000 10.16 | 


graph industry. By 
virtue of wise man- 
agement, generous 
appropriations for 
advertising, and the 
excellence of its products, it built up a national prestige 
that only for one brief period was seriously endangered. 
In its earlier stages, the company had things pretty nearly 
its own way. Domestic competition was little more than 
a threat, while its foreign affiliations gave it a strong foot- 
hold in Germany, France, Italy and South America. The 
ability of Victor to secure the exclusive services of great 
and popular artists contributed in no small measure to its 
sweeping success. 

Vicissitudes enter into the affairs of corporations as well 
as of men. The severe post-war deflation seriously affected 
the phonograph industry and caused a partial loss of the 
company’s markets abroad. It was unfortunate for Victor 
that it was during this time of stress that the radio gained 
its initial popularity as a medium of entertainment. 

For some unaccountable reason Victor was slow to recog- 

nize the significance of this innovation. Radio had become 
strongly entrenched before the company woke to the reali- 
zation that if it was to survive it must meet the interloper 
on its own ground. In 1928 Victor earned $18.77 a share, 
but in July, 1925, revenues had declined to a point where 
it was necessary to pass the dividend. 
. The record of the company since that time has been along 
constructive lines. A thorough housecleaning was effected, 
drastic inventory losses accepted, and all energies concen- 
trated upon the development of new products. The 
Orthophonice Victrola made its appearance, closely followed 
by the Radio-Orthophonic instrument. Recently it intro- 
duced an automatic device which permits of an hour’s con- 
tinuous entertainment. : 

How well Victor has succeeded in regaining its prestige 
and earning power is eloquently expressed by its showing 
of last year. Despite the fact that its capital structure 
was revamped in 1926 when 331,455 new preferred shares 
were created and the outstanding common increased to 
571,086, it was able to earn $10.16 a share on the junior 
stock after prior deductions. This, while effecting a ma- 
terial improvement in its financial position. 

Victor’s troubles seem largely behind it. With an ener- 
getic anagement in control, strong banking affiliations, 
and a jealously held trade position, it is reasonable to 
expect steady, natural expansion in earnings. The note- 
worthy recovery in gross sales and net profits last year 
demonstrate that Victor has regained its former enviable 


*On basis of present capitalization 











Position. As a long-pull speculation, the new common stock, 


sever? of a reaction from current levels around 39, has 
teres! ing possibilities. 
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4.—Public Utility—Engineers Public Service 
Young Holding Company with 
Promising Prospects 


NGINEERS PUBLIC SERVICE is a young organiza- 
EL tion, just attaining the age of two. Nevertheless, it 
is identified with one of the oldest and most competent 

of managerial companies, so that its youth is only seeming. 
It controls the Virginia Electric and Power Co., Key West 
Electric Co., Eastern Texas Electric Co. (operating also in 
Louisiana), El Paso Electric Co. (operating also in New 
Mexico and Juarez, Mexico), the Savannah Electric and 
Power Co., and the Baton Rouge Electric Co., as well as 
other companies in Nebraska, Wyoming and Colorado. 

For the year 1926 the gross consolidated earnings were 
26.6 millions. Management was efficient since operation 
and maintenance charges absorbed only 54.9% of these 
revenues. After deducting 7.1% for taxes a total of 38% 
of gross receipts was available for fixed charges. Interest, 
amortization and rentals, dividends on preferred stocks of 
subsidiaries and balance available to holders of minority 
common stocks in subsidiaries, left a balance of 20% of 
gross applicable to Engineers Public Service, the holding 
company. Dividends on preferred stock of the holding com- 
pany required a further 8%, so that the balance for re- 
serves and the common stock of the holding company to- 
gether amounted to 12%. A 12% balance at an early stage 
of holding company development is unusually good. Since 
there are 778,938 shares of common stock outstanding, and 
$3,183,878 was the balance applicable to reserves and such 
common shares it follows that earnings were slightly in 
excess of $4 per share. Such earnings suggest that the 
common is attractive at prevailing quotation of 26. 

Simplification of capital structure will be completed in 
1927, and the resultant economies from the 1926 simplifica- 
tion will not be noted until the 1927 statement is completed. 
All of the subsidiary corporations show a good surplus 
applicable to the holding company, so that the shareholder 
is reassured that there is no “weak sister” being carried 
by the stronger subsidiaries. Apart from the strength of 
the inter-company set-up, earning’s gain indicates a good 
future for the common stock. From 1925 to 1926, earnings 
apart from new acquisitions increased 11.1%, and including 
Baton Rouge, added in 1926, increased 16.6%. Balance 
available to common shares and reserves rose by 25.9%, 
however. It appears plausible that a gain of 25% ought 
to be scored in 1927, or that $5, at least, should be earned 
on the common stock. A constantly increasing proportion 
of gross receipts applicable to the common stock indicates 
a sound financing policy, and one that ought to result in 
a progressively increasing rate of gain for the common 
stock. Since liberal provision for replacements, retirements 
and surpluses are already re-invested in the property ac- 
count, it follows that a large part of the earnings on the 
common stock ought soon to be available for dividend pay- 
ments. The balance sheet indicates that such a future 
dividend policy is tenable. The possibility of a modest divi- 
dend declaration within the year makes Engineers Public 
Service common additionally attractive. 











Engineers Public Service 


Year Ended Dec. 31, 1926 CAPITALIZATION 
Gross Revenue ...$26,627,687 F’nd’d Debt. (Subs.).$63,119,500 
Net Income ...... 5,319,004 Pfd. Stock $7 Cum. 305,018 shs 

Common Stock ..... 778,938 shs 
Earned on Common $4.09 

Property Account ..$132,708,757 
Price Range, Com. 24-19 | Working Capital ... 8,275,848 
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5.—Sugar—Punta Alegre Sugar 


A Potential Dividend Payer on 
Short Notice 


EYOND a certain point the degree of prosperity en- 

joyed by this company is determined by conditions 

over which it exercises no control. This is true, of 
course, of all sugar producers. What they receive for their 
product is governed entirely by the market prevailing in 
raw sugar, and the margin of profit is susceptible to regu- 
lation only within comparatively narrow limits depending 
upon the success achieved in maintaining cost of produc- 
tion at a minimum. Punta Alegre stands in the front rank 
among Cuban producers in this respect, and on this account 
it has been able to weather the tide of adversity to better 
effect than many of its competitors. It was not able to 
avoid a small deficit after depreciation in the last fiscal 
year ending September 30, 1926, but that was the only year 
since the great deflation in 1921 that there was not some 
balance available for the capital stock. 

During the last few years, the company has had to con- 
tend not only against low sugar prices but erratic fluctua- 
tions as well, with the consequence that it was seldom pos- 
sible to forecast conditions in advance. Earnings therefore 
have been highly irregular. They reached proportions 
equivalent to $11.02 per share in 1923 and $4.94 in 1924, 
and for a period of nearly two years dividends at a $5 an- 
nual rate were maintained, but since the middle of 1925 no 
disbursement has been made. The company last year re- 
ceived a price averaging only 2.26 cents a pound for its 
output, insufficient to leave any balance after allowance 
for interest and depreciation, but the sugar situation has 
since undergone material improvement. Steady increase in 
consumption in conjunction with the compulsory restriction 
on production put into force by the Cuban government has 
been instrumental in bringing the raw sugar market up to 
a level above 3 cents a pound. If this condition proves to be 
sustained, as appears probable, and if Punta Alegre is able 
to market its current crop at an average price of 3 cents or 
better, there is no question that it will be able to make a 
far superior showing even though its total output will be 
somewhat less owing to the restrictive measures adopted. 


6.—Metals—Aluminum Co. of America 


An Organization with Large 
Possibilities 
HE Aluminum Co. of America is the sole producer of 
virgin aluminum ingots in the United States and is 
understood to control over 90% of bauxite ore de- 
posits, the source of aluminum, although it imports about 
one-third of domestic production. A 100% interest is owned 
in the Northern Aluminum Co., Ltd., of Canada, the only 
other manufacturer of virgin aluminum ingots in North 
America. Bauxite land comprises 4,285 acres. 

Controlled or affiliated companies number about 60 in all 
engaged in various enterprises comprising an extensive 
fabricating business producing aluminum sheet, rod, wire, 
tubes, castings and furniture; manufacture of bodies for 
automobiles, sand castings for automobile parts; real es- 
tate; railroad transportation; and water: power develop- 
ment. A 36% stock ownership is held in the largest manu- 
facturer of aluminum cooking utensils in the United States, 
and 100% in the second largest manufacturer, the two 
companies producing over 65% of the total output of such 
utensils in the country. c 

The increasing interest of the parent company and affilia- 
tions in the transmission of electric current furnishes a 
widening market for aluminum wire of which the organiza- 
tion is a large producer. Aluminum Co. of America owns 
approximately a 60% interest in the Duke-Price Power Co. 
in the Province of Quebec having an installed capacity of 
450,000 h.p. and ultimate capacity of 540,000 h.p. The lat- 
ter enterprise is yet in the formative stage, and so far 
Aluminum Co. has received no return on its investment in 
that quarter. In late 1926 it was officially estimated that 
the water rights, developed and undeveloped, owned by the 
company and subsidiaries, aggregated 1,300,000 to 1,400,000 
h.p., of which the company utilized 500,000 h.p. in its own 
activities. 

Earnings in the year 1926 applied to present capital 
structure were equal to $5.33 per common share. After 
giving effect to recent financing latest balance sheet of the 
company discloses a sound financial condition. Current 
assets totaled $81,322,162 against $7,050,322 current liabili- 
ties (a ratio of 11% to 1), net working capital being $74,- 
271,840. 

In addition to its position of dominance in the aluminum 
industry and indicated returns from that source, the water 
power development aspects of the organization are highly 
promising and should add substantially to earning power 
in the course of time. Control of the company is in the 
hands of one of the strongest financial groups in the coun- 
try and, as a matter of fact, the available supply of com- 
mon shares is small. On the basis of the company’s record 
to date, the common stock might be regarded as selling too 
high but the spectacle is not unique of a premium being 
placed on the privilege of acquiring an interest in an enter- 
prise of such huge magnitude and potential possibilities. 
No dividends are being paid on the common stock at pres- 
ent, but commitments for a long pull should be productive of 
satisfactory returns to patient shareholders. 





is its resiliency, that is, its ability to rebound 





The interesting feature concerning Punta Alegre 


quickly whenever the basic situation changes for 
the better. This is especially true of this particular 
company in comparison with its competitors due to 
its low cost of production. 

While there is no doubt as to the speculative 
character of Punta Alegre stock, now selling around 
41, the company has the advantage, unlike so many 
non-dividend payers, of not having to pass through 
a protracted period of rehabilitation before it is in 
a position to reward stockholders. The sugar mar- 


Present price of Common, 68. 


Aluminum Company of America 

FINANCIAL POSITION 

$103,331,742 
74,271,840 
17,977,119 


Net Income 
Available for Price Range 
Interest and Common 
Dividends High Low 


$13,425,266 . . 
22,891,505 71 53 
19,747,068 76 54 


Property Account 
Working Capital 
Profit and Loss Surplus.. 


ket is not susceptible to accurate forecast, but at 
least the situation is more satisfactory than for a 
long time, and, in the event of a further advance 
to a level above 4 cents a pound, the $5 dividend 
rate could be restored without undue delay. 
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* Old stock exchanged on basis of 


6 shares new common and 7 shares 
6% new preferred for each share old 
common, 











$61,000,000 
147,262,500 


1,472,625 shs. 
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7.—Tobacco—Porto Rican-American “A’’ 


Situation Materially Improved 
Through Recent Acquisition 


only in its reflection of the expanding volume of sales 

of that organization, but also in its bearing on the 
affairs of Porto Rican-American Tobacco Co., which re- 
cently acquired a majority interest in Congress. 

Porto Rican-American Tobacco is the leading tobacco 
enterprise in Porto Rico where it is engaged in the produc- 
tion of cigars, cigarettes and leaf tobacco. Its cigarettes 
are largely for home consumption, but the cigar output is 
distributed under various brands throughout the United 
States. The company enjoyed much prosperity and con- 
sistently disbursed substantial amounts in dividends prior 
to the post-war difficulties in the cigar trade. Following 
deficits in 1921 and 1922, operations have been on the right 
side of the ledger in each succeeding year although on a 
moderate scale. Since 1921 dividends have been suspended, 
but are to be resumed in July by the establishment of the 
Class A stock on a $7 annual basis. 

Income received from Congress Cigar makes this action 
possible. Congress Cigar is an American cigar manufac- 
turer which for some years has concentrated on a single 
brand, “La Palina.” Its output in recent years has grown 
by leaps and bounds from less than 100 million cigars in 
1922 to around 255 million in 1926, and further expansion 
is now under way. On the basis of last year’s showing and 
including the dividends to be received from its new subsid- 
iary, Porto Rican-American Tobacco would have earnings 
available for interest charges of about 1.1 million, of which 
there would remain, after deduction of interest require- 
ments on 8 million 6% bonds floated for the purpose of 
acquiring Congress Cigar stock, approximately $620,000 
applicable to 94,733 shares of Class A stock, or $6.54 per 
share. While this amount falls somewhat short of the 7% 
dividend rate to be inaugurated in July, it is estimated 
that the parent company earnings would have been some 
$300,000 greater had it not been for the losses occasioned 
by a strike among cigar makers in Porto Rico during the 
closing months of 1926. With the general improvement in 
the cigar trade and prospects of a normal year in 1927, 
the probable earning power, while insufficient as yet to 
remove the Class A stock from the semi-speculative group, 
should permit the maintenance of dividends without undue 
difficulty. Moreover, if business continues to expand, there 
is a fair possibility of another increase in the Congress 
Cigar dividend within the next few months. 

The Class A stock is the result of a recapitalization 
whereby two issues were substituted for the former com- 
mon capital stock. Class A is entitled to cumulative divi- 
dends of $7 annually, and after Class B has received the 
same amount, both issues share equally in any further dis- 
bursement. This participating feature, although not of 
Immediate interest, does provide a chance for a higher re- 
turn over a period of time. The shares are currently 
quoted around 79, at which price the yield subsequent to 
the inauguration of dividends will be 9.0%. 


ke strength in Congress Cigar stock is of interest not 
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8.—Manufacturing—Congoleum-Nairn, Inc. 


Struggling Back to Former 
Standing 


of the common stock’s phenomenal rise in the unlisted 

market. This over-the-counter advance marked the 
first chapter of the company’s history which may be divided 
into three parts. The second chapter had to do with the 
splitting up of the old stock, its advent to the New York 
Stock Exchange and the ensuing break from a level around 
65 to the present neighborhood around 21. 

The third chapter in Congoleum’s career is the one with 
which we now have to do. Apparently only in its begin- 
ning, it appears to hold interesting possibilities of the 
speculative variety. The reasons therefor will be more 
obvious from a brief review of the company’s earlier ex- 
periences. 

Its business of manufacturing floor coverings was started 
by the United Roofing & Manufacturing Co. in 1911. After 
sundry corporate changes, the present Congoleum Company 
emerged, having acquired from the Barrett Company, by 
which the original and successor concerns were .controlled, 
all of the assets and liabilities of the business. Acquisition 
of the Nairn Linoleum Company in 1924, gave to Congo- 
leum its present title. 

Congoleum’s floor coverings attained a wide distribution 
and the company’s earnings mounted with such rapidity 
that, in the five years between 1919 and 1924, net earnings 
scored a gain of approximately 900%. This floor covering, 
incidentally, is manufactured by a patented process and sold 
under the trade name “Gold Seal Congoleum.” It comes 
into competition with the less expensive grades of linoleum. 

The remarkable growth in earning power encouraged 
expansion in capitalization which, in the light of later 
developments, proved unfortunate, for the second period 
of Congoleum’s history was one marked by a severe decline 
in earnings. Simultaneously with a glut in home markets, 
severe foreign competition cut into the floor covering indus- 
try and drastic steps had to be taken to prevent a debacle. 

Advertising appropriations were scaled down, operating 
economies introduced and changes in management effected. 

Sufficient improvement seems to have attended 
these attempts at readjustment to put the common 


C recoun rose from obscurity to fame by virtue 











Porto Rican-American Tobacco 
Net Earned on 

Sales Income Class A Paid 
Nodata dof. $2,704,395 fnil *3% 
$1.091,636 def, 390,238 fnil cutters +96 
1,457,998 301,311 +$4.79 Seas +96 
1,201,890 219,924 70.31 cane +70 
1,334,730 $17,130 $5.02 Saree +62 
1,032,174 162,820 2.58 Seis +93 


* Paid in scrip. Old common stock, now Class A, 


Divs. 
High 








for MAY 21, 1927 


Price Range 


Low 


Not listed 


+65 
+60 
50 
T40 
760 
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stock in a favorable light from the long pull, specu- 
lative viewpoint, although last year’s earnings of 
19 cents a share for the common do not encourage 
hopes that dividends, omitted in October, 1925, will 
be resumed in the near future. 

The company’s financial position, however, re- 
flected material improvement at the close of 1926 
compared with the year before. Cash and market- 
able securities made up 7.62 millions of the 16.17 
million dollars working capital, this item alone be- 
ing very materially in excess of the $951,000 current 
liabilities and 1.87 millions funded debt combined, 
indicating that when earnings power recovers, the 
common shareholders may expect to participate 
promptly in such betterment. 
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9.—Merchandising—Neisner Brothers 


A Progressive Enterprise in the 
Chain Store Field 


EISNER Broth- 
ers is represen- 
Neisner Brothers, tative of the 

smaller chain store 
Inc. systems that have 
been forging ahead 
along much the same 
lines as their great 
contemporaries but 
whose monthly and 
yearly gains in gross 
sales are even more 
striking than those of 


CAPITALIZATION 


ein the latter. Thus, in 

Sales the twelve months of 

$1,695,368 1926, Neisner’s gross 

sales registered an in- 

1,907,469 crease of more than 

2,695,698 66% over the preced- 
4,497,208 ing year. 

This expansion in 

1,616,316 volume of business re- 


flects the steady ex- 
tension of the com- 
pany’s chain store 
units through the eastern and middle western states in 
which it operates. Beginning as a partnership in 1911, 
Neisner Brothers set out to carry on a 5 cents to $1 mer- 
chandising business with one store in Rochester, N. Y. 
This partnership gave way to the present corporate organi- 
zation, Neisner Brothers, Inc., five years later. 

During the period from its inception through 1925, the 
company’s total assets grew from $12,000 to 1.89 millions 
and the number of stores from one to 18. Sales at the 
same time rose from $198,061 to 2.69 millions. As is the 
universal practice with chain stores, expansion has been 
accomplished in large part through reinvestment of earn- 
ings in the business. Early in 1926, however, Neisner 
Brothers ceased to be a closely held enterprise when addi- 
tional capital was raised by means of a preferred stock 
offering over-the-counter. 

As a result of this financing, the company has outstand- 
ing one million dollars of 7% cumulative preferred stock 
and 80,000 shares of no par common. No dividends have 
yet been paid on the latter issue now selling around 48, 
but in view of the consistent progress being made, the 
shares would seem to have just claims to consideration as 
among the more promising of the non-dividend merchan- 
dising issues, if held with a view to their long pull possi- 
bilities. 

In addition to the 13 stores operated in some of the 
larger cities of New York, Ohio, Massachusetts, Pennsyl- 
vania, Delaware, New Jersey and Michigan at the close 
of 1925, several new units were opened last year. These 
include, among others, Columbus, Elyria, Lansing, Gary 
and St. Paul. Leases for three locations in Chicago were 
also obtained during 1926 so that Neisner’s chain now com- 
prises 17 stores. 

Net sales for 1926 reached a total of 4.49 million dollars 
against 2.69 in the year preceding and 1.91 millions in 
1924. Estimates of 7 million dollars gross for 1927 seem 
likely to be realized since, in the first quarter of the cur- 
rent year, a gain of 883% was shown over 1926. 

Net profits, apparently, have not begun to fully reflect 
the expansion in gross revenues owing to the diversion of 
funds to upbuilding. Thus, net income of $2.97 a share for 
the common in 1926 compared with $2.48 in 1925. From 
a long range standpoint, however, the prospects would 
seem to favor marked improvement in this respect since the 
effect of recent additions to the company’s chain of stores 
should be more fully felt as these new units become estab- 
lished and attain their true earning power. 
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10.—Coal—Pittsburgh Coal Preferred 


An Issue With Large Equities 
And Interesting Possibilities 


ASSING of Pittsburgh Coal’s preferred dividend in 

April, 1926, marked the end of an unbroken record 

established in 1917. Prior to this suspension, the pre- 
ferred shares occupied a high investment position. Though 
earnings fluctuated widely with variations in the soft coal 
mining industry, preferred payments had always been 
earned by a substantial margin. The preferred stock’s 
high standing was, in very large measure, due to the great 
equities behind it. © 

As one of the country’s most important soft coal pro- 
ducers, the company owns approximately 175,000 acres of 
unmined coal most of which lies in the Pittsburgh district. 
The remainder is situated in Ohio and Eastern Kentucky. 
Net tangible assets applicable to the preferred stock are in 
excess of $400 a share. Notwithstanding this impressive 
book value, preferred dividends had to be suspended to con- 
serve assets for within the last three years, Pittsburgh 
Coal’s earning power has suffered serious diminution. 

Aside from the demoralized condition of the soft coal 
industry, the company has also suffered from the fact that 
its mines were highly unionized. It has been unable to 
compete with the non-union mines whose lower wage scales 
have tended to fix the price level of the soft coal market 
to the detriment of producers operating under wage scales 
fixed by the Jacksonville Agreement. 

Efforts to arrive at a readjustment of wages as of April 
1, this year, fell flat with the result that the soft coal in- 
dustry is now attempting to operate under strike conditions. 
The shut down at Pittsburgh Coal’s mines in 1926 was a 
direct result of unprofitable operations but in the struggle 
to establish “open shop,” the company has since gradually 
reopened its properties. It has apparently had some success 
in combating labor difficulties. The possibility that it may 


eventually succeed in overcoming an untenable labor situa- ° 


tion lends more than ordinary speculative interest to the 
preferred shares at this time. 

Though there seems no great likelihood that preferred 
dividends will be resumed at an early date, the preferred 
at current levels around 78 appears to be in a strong posi- 
tion. The company’s financial status has remained strong 
despite its difficulties. Hence, it requires only a return to 
reasonably profitable operations to permit restoration of dis- 
bursements. Meanwhile, by virtue of the preferred stock’s 
peculiar provisions, the unpaid dividends bear interest at 
the rate of 5% per annum. Arrears now total 744%, the 
preferred stock being a 6% cumulative issue. Incidentally, 
after 6% has been paid on the common shares, the pre- 
ferred participates 
equally in any fur- 
ther payments that PITTSBURG COAL PREFERRED |= 
may be disbursed dur- cso yf 
ing a given year. The 
possibility that this || 39}/— 
participation clause EARNED ON PFD 
will prove valuable to || 25| ca 
preferred sharehold- DIVIDENDS PAID 
ers is now exceeding- 20 . 
ly remote, of course. PRICE PATH 
Common dividends 
have not been paid 
since 1924. Payments 
at the rate of 5% in ||!0 60 
the years 1918-1921; 
3% % in 1922 and 4% || 5 1] Lb) 

0 
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in 1923 and 1924. The 





required 6% rate has = 
thus never been at- [ 





tained, but in any 5 | 
event, this feature “a 
lends added interest 
in a speculative way 
to the preferred. \ 
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Steel Industry At Critical Point 


Second Quarter Earnings Likely to Decline—Outlook for 
Third Quarter Uncertain—How Steel Stocks Compare 


By D. C. CHISHOLM 
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HE first quarter of 1927 has 

closely paralleled 1926 in produc- 

tion, and the high operating rates 
have generally been reflected in satis- 
factory earnings for this quarter. The 
corporation, for example, earned $3.94 
per share on old common stock in this 
period compared to $3.89 first quarter 
1926, while Bethlehem showed $2.18 as 
against $2.66, Youngstown $2.03 com- 
pared to $3.60, and Republic $2.02 
against $2.94. 

Among the four leaders in the in- 
dusty, earnings were good, though with 
the exception of the corporation, lower 
than last year’s first quarter, while 
production was practically the same. 
The average price for steel products 
during the first quarter of 1927 was 
approximately $1.40 lower per ton than 
last year. While increased economies 
have to some extent made up this dif- 
ference, it is apparent that earnings 
of stecl companies were somewhat 
affected by the lower prices. In view 
of the fact that it is generally acknowl- 
edged that there will be a recession in 
production in the second quarter and 
with some further weakness in prices, 
the second quarter earnings prospects 


are causing some concern. How far 
this is ‘ustified can be gauged by the 
followin analysis. 

Cons:mption of Steel Products 


For the past three years the con- 


sumption of steel products in various 
Industrie: has been at a uniform pro- 
Portion «f the total. The percentages 


are as fc lows: agricultural 3-4%, food 
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containers 4, oil, water, gas and mining 
8-9.5, automotive 10-14.5, building and 
construction 17.5-19.5, railroads 23.5-28, 
and 16-20 for all other purposes. 

The three broad fields of railroads, 
building and automotive work normally 
take 55-65% of all the steel made, and 
if their requirements are heavy, the 
steel industry is assured of strong 
operations. As a matter of interest, 
railroad, and to some extent automotive 
steels have not played so large a part 
this year as was expected, and their 
proportionate requirements thus far 
have not measured up to 1926. Pro- 
duction of motor trucks and cars in 
the first three months of 1927 are gen- 
erally understood to be 10% below that 
of last year. On the other hand, struc- 
tural awards have been slightly ahead 
of last year. The can industry has not 
required its normal amount of steel 
while working off its large stock, and 
the oil situation has been reflected in 
curtailment of pipe operations. It 
therefore appears paradoxical that the 
steel industry has operated at practi- 
cally as high a rate as last year in 
the face of smaller requirements. It 
is explained to some degree by the de- 
sire to avoid possible difficulties of the 
coal strike, and by some production 
against second quarter requirements. 
It is clear that steel production has 
been somewhat in advance of orders, 
and some decline from the first quarter 
rate must take place. It can be meas- 
ured by reviewing the situation in the 
various steel products. 

The sheet industry, during the first 
quarter, operated at about 90%, in 


spite of the fact that automotive needs 
have been lighter than usual. During 
the past month there has been a very 
noticeable decrease in_ operations, 
80-82% representing present rates. 
While there are hopes for a revival in 
sheet requirements in the automotive 
industry, the consensus of opinion is 
that it will not come until mid-summer. 
In this event there should be a slight 
tapering off from present operations. 
The Mississippi flood has postponed the- 
necessity for sheet requirements in that 
area until readjustment makes it pos- 
sible. 


Sheet Conditions Poor 


The weakness in prices of many lines 
of sheets has caused a somewhat criti- 
cal situation in this industry. Some 
sheetmakers claim that selling at such 
low prices meant financial loss. Black 
sheets, for example, No. 24, Pittsburgh 
were quoted as low as $2.75 per Ib. 
This compares with $2.90 in March, 
1927. Compared with prices obtaining 
during the latter part of 1926, present 
prices were $2 to $6 lower per ton. 
Just recently prices on sheets were 
moved up to figures on a par with the 
latter part of last year, but how far 
this will succeed in stiffening the price 
situation is problematical. Second 
quarter operations for the sheet indus- 
try should average somewhat better 
than 80%. Tin plate demand shows. 
some signs of quickening, and opera- 
tions which are now at approximately 
80% are expected to increase. 

The situation in oil industry has re- 
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sulted in a drop in pipe production. 
Drill pipe, tubing and casing materials 
are all weak, and prospects of improve- 
ment in this field in the near future 
are dubious. While pipe needs in other 
lines are strong, they do not offset the 
weakness in oil country goods. Pipe 
mills are operating at about 75 to 80% 
compared to practically full production 
this time last year. 

Building and construction needs show 
strength. To date quarter structural 
awards are 698,000 tons compared to 
528,000 last year, and while awards 
for the past few weeks have shown a 
slight decline, the many contracts now 
pending promise to keep the second 
quarter of 1927 ahead or at least equal 
to the corresponding quarter last year. 
Concrete bars are also running slightly 
ahead of last year, being 103,000 tons 
so far this year compared to 93,000 
tons same period last year. 


. Production Outlook 


In the wire industry there has been 
a perceptible improvement, mills oper- 
ating at 65-75%, which is approxi- 
mately 10 to 15% greater than last 
year. Seasonal buying promises to 
keep this rate up for the second quar- 
ter. Rail needs continue moderate, op- 
erations being at about 80%. There is 
a serious doubt in the minds of many 
if this rate will be long maintained un- 
less rail orders are heavier than in the 
past month or more. Recently an east- 
ern road placed an order for 10,000 tons 
rail. Car orders, on the other hand, 
appear on the upgrade. Among the 
outstanding requirements are approxi- 
mately 60,000 tons of car material 
needed for New York Central and 
Lackawanna bids. A bid on 4,500 cars 
was recently placed by New York Cen- 





tral. Flood conditions in the Missis- 
sippi have interfered with normal re- 
quirements in that district. However, 
considerable amounts of track acces- 
sories are required there. No doubt 
the normal demand of that valley which 
has been postponed by conditions, will 
be felt later this year. 

From the foregoing it is apparent 
that while there was a considerable 
production in March and April against 
possible hindrance from strike, there is 
every indication that steel business will 
more closely relate .its production to 
incoming orders.’ While there has been 
no large accumulation of stocks there 
are evidences of a slow decline in May 
and June. At present steel operation 
is around 81% for the whole industry, 
with the corporation at about 84% and 
independents somewhat under 80%. 
Operations in the second quarter will 
as a whole be around 80%, which com- 
pares with better than 90% in the first 
quarter in 1927, and about 80% in the 
second last year. Corporation opera- 
tions promise to be around 86% for the 
second quarter. While increased de- 
mands are expected in the rail, auto- 
motive and plate steels, present signs 
indicate that improvement is hardly 
likely to be felt before midsummer. 
The downward trend can therefore be 
regarded as hardly more than the cus- 
tomary seasonal decline for high opera- 
tions of the first quarter. Hand-to- 
mouth buying precludes any sharp de- 
cline and this year should prove no 
exception to the stability which has 
followed from such practice in pur- 
chasing. 

While the production rate for the 
second quarter may be regarded as 
favorable, there are certain elements 
in the price situation that are not. A 
composite of the Iron Age based on 





steel bars, beams, tank plates, plain 
wire, O. H. rails, black pipe and black 
sheets, constituting 87% of the output 
of steel, shows a decline from January, 
1927, from 2.396c per Ib. to 2.339¢ for 
May 38, 1927. This is the equivalent of 


$1.14 per ton. Last year at this time 
the composite showed 2.438c per lb., or 
$2 higher per ton. 

The following semi-finished products 
indicate the trend from January, 1927, 
to April 26, 1927; sheet bars Pitts- 
burgh, $36 to $33.50; O. H. billets, $35 
to $338; wire rods, $45 to $42. The 
sheet industry has been hard hit by 
the sudden drop in prices for sheets 
and some manufacturers complained 
that they were operating at a loss. 
Only recently prices were bolstered up 
$2 to $6 per ton, and thus far the only 
result has been to drive in orders 
against the lower prices. On bars, 
quoted $1.90 Pittsburgh compared with 
$1.95 earlier in the year, there have 
been evidences of further shading. The 
same is true of other lines of products. 


Severe Competition 


This severe competition for business, 
which has resulted in many cases in 
exceptionally low prices, will not fail 
to leave its mark on second quarter 
earnings. While splendid work has 
been done by steel companies in the 
past few years in modernizing plants, 
a drop of $1.14 per ton in such a ‘short 
period of time cannot be overcome to 
any large degree. There is a limit to 
which the steel industry can go in off- 
setting price cuts by plowing earnings 
back into plants to exact the last far- 
thing in economical operations. In 
times of high production the economies 
show to large advantage, but with a re- 
duction in operations the full benefit is 














How 8 Steel Stocks Compare 



































Ist Quarter 
1925 1926 1927 


——$ Earned per Share-——_, — 


High 


1925 


Low 


High 


Price Range———__——_—_, 
1926 


Low 


Recent Div. 
Price Rate (%) 





Yield 
COMMENT 








Bethlehem .. 5.30 7.48 °2.18 


531 


bos 


37 


374, 


52 


Approach to end of reconstruction 
program reflected in last year’s earn- 
ings. Promising long range specula- 
tion. 





Central 
Alloy ..... 


3 2.02 0.39 


28, 


Consolidation of Central Steel and 
United Alloy. Sound company. 
Speculative promise based on possi- 
bility of merger with Republic Steel. 


bo 
= 
_ 





Crucible .... 7.18 8.72 N.F. 


641% 


64 


86 


Less speculative than formerly as re- 
sult of more stable earnings. Price 
seems about right under existing 
steel market conditions. 





Gulf States . 7.17 5.27 1.61 


67, 


53 


Apparently holding its own after 
period of stress occasioned by for- 
eign competition. Worth watching 
for eventual recovery. 


> #4 





5.45 1.65 


3834, 


43 


Strong independent, operating chiefly 
in Chicago district. Semi-investment 
status but problematical that earn- 
ings will continue at last year’s rate. 


WY 5.8 





6.87 11.05 2.02 


6456 


421% 


66 


Plant improvements and construction 
have resulted in earnings betterment. 
May form nucleus of new steel mer- 
ger. Fair speculation. 


4 6.0 





U. S. Steel. ..12.86 17.99 3.93 


1391, 


11234 


169 


~ Payment of 40% stock div. exhausts 
possibilities of div. inerease for 
some time. Attractive for invest- 
ment in event of marked recession 
from current levels. 


7 4 





Youngstown 


Sh. & T., 12.38 2.03 


14.32 


921/, 


63 


88 


Earnings this year adversely affected 
by conditions in oil industry. At- 
tractive for long pull if purchased 
in reactionary market. 


nN 


) 
un 





* Organized August, 1926. 








N.F.—Not available. 
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lost, and any cut in prices for products 
becomes a menace to earning power. 
The sheet industry troubles of today 
are concrete examples of this condition. 
The trend in prices remains hard to 
gauge. While sheets have rebounded 
from their low prices, other products 
are showing lack of firmness. There 
is no doubt that producers will resist 
further reductions with considerable 
vigor, but how successfully remains to 
be seen. 

Based on the analysis, it appears 
that production for the second quarter 
will be approximately 10% lower than 
the first. When seasonal factors are 
considered, this may be regarded as a 
satisfactory rate of operations. Pro- 
duction for this quarter should closely 
parallel the same period last year. 
Prices, however, are lower, and will be 
reflected in second quarter earnings. 
Companies like the Corporation, which 
have an income from transportation 
facilities commencing operations, will 
offset this loss to some extent. 

Certain steel companies, whose pro- 
duction in large part is made up of 
sheets and pipe, will no doubt feel the 
drop in production of pipe and the 
lower price in sheets. It appears that 
Youngstown will be in this group. 


Earnings Outlook 

Based on about 86% operations for 
the second quarter with due regard 
for income from transportation prop- 
erties and lower prices, it appears 
that the corporation will fall short of 
first quarter earnings when $3.94 was 
shown earned per share old common. 
Second quarter earnings appear to be 
sufficient to show an income of approxi- 
mately $7 for the first half or $5 on 
the new common stock. This compares 
with $8.09 on old common stock for the 
same period last year. 

There is no reason to feel that other 
companies with a diversified production 
should not also enjoy a reasonable 
measure of earnings. Such companies 
would be Bethlehem, Inland and Re- 
public among others. Earnings, how- 
ever, should hardly be as large as the 
first quarter of this year, and in all 
probability will be under those of the 
second quarter of last year. Youngs- 
town will probably be adversely affected 
by the drop in pipe demand so that 
last year’s earnings of $4.14 in the 
second quarter will hardly be ap- 
proached. Earnings in the first quar- 
ter of 1927 were $2.03, and this quarter 
promises to be less. 

While the third quarter is somewhat 
too distant to hazard anything but an 
estimate, it appears that it will not 
depart from the past years in proving 
the low mark for production. The real 
Issue, however, will lie in the price 
situation. From present indications it 
Promises to be a more critical quarter 
than other years in regards to prophe- 
Ssying the future course of the steel in- 
dustry, and to what extent the steel 
Industry will approach the record 
earnings of 1926. Present indications 
are, unless there is a sudden change in 
Conditions, that this year will fall rea- 
Sonably short of 1926 earnings. 
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Preferred Stock Guide 


These stocks are selected as offering best opportunities in their re- 
spective classes taking into consideration assets, earnings and finan- 
cial condition of the companies represented. 


For Income 
HIGH GRADE INVESTMENTS 


2 Div. Times § 5-Yr. Price Range 
Div. Rate Earned— Redeem- — FF Recent Yield 
RAILROADS $ per Share 5-Yr. Av’r’ge able High Low Price 
Baltimore & Ohio 7.8 73 52 
Chicago & Northwestern. T(N 6.2 ¢ 126 97 
Colorado & Southern Ist N . 47 
N. Y., Chicago & St. Louis.... F3.7 F83 


PUBLIC UTILITIES 


Columbia Gas & Electric 
North American ° 
Philadelphia Company ..... iowa 
Public Service New Jersey. 


INDUSTRIALS 


American Smelting & Ref 
American Steel Foundries 
Associated Dry Goods 1s 
Baldwin Locomotive . 
Brown Shoe 

Endicott Johnson 

General Motors .. 

[Inland Steel Co. ... 
Studebaker Corp. 


SP GP 20 ph 1h Co Wh 23 GO 
DPOSOPWWiP bo 
FRAAAARAGSHe 
St 00 Go & @ AZ 


rhe 


For Income and Profit 
SOUND INVESTMENTS 


RAILROADS 


Bangor & Aroostook 3 110 
Colorado & Southern 2nd 5 100 
Kansas City Southern 4 ,. No 
Pere Marquette Prior B 100 
8t. Louis-San Francisco i 100 
St. Louis Southwestern . No 


PUBLIC UTILITIES 


American Water Works & El... 
Brooklyn-Manhattan Transit .... 
Engineers Public Service 
Federal Light & Traction 
Kansas City Pr. & Lt 

Hudson & Manhattan R. R. Conv. 
West Penn Electric 


OH DMom ig 
DHABHAAH 
> Ot 09 «3 Go Co 


eS 


INDUSTRIALS 


Allis-Chalmers 

American Cyanamid 
American Metal Co., Ltd 
American Sugar Refining 
Associated Dry Goods 2nd 
Bethlehem Steel Corp 
Bush Terminal Buildings 
Central Alloy Steel 

Cuban American Sugar 
Deere & Co. 

Devoe & Raynolds Ist.......... . 7 (C) 
Genl. American Tank Car 
Gimbel Brothers 

Goodrich (B. F.) Co 
International Silver 

Reid Ice Cream 

U. §&. Cast Iron Pipe 

U. 8S. Industrial Alcohol 


09 > mt G0 69 29 


PASVOmOgr a: 


| 
PK HOOCAP OHI RHP POR O 


WODDHWiomIO: MR ORODR 
PAAARAMARAAAAAAAAHHAR 


125 


SEMI-SPECULATIVE 


RAILROADS 


Chicago, Rock Island & Pac.... (t) 1.8 105 
Gulf, Mobile & Northern 6 (C) 1.6 No 
Wabash ‘‘A”’ (N) ees 110 


PUBLIC UTILITIES 
Electric Power & Light 


INDUSTRIALS 


Bush Terminal Debentures 
Consolidated Cigar 
Goodyear Tire & Rubber 
International Paper 
Mid-Continent Petroleum 
Orpheum Circuit Conv 
Radio Corp. of America 
United States Rubber 

U. 8. Smelt., Ref. & Mng 
Universal Pictures Ist 


- 
a 
° 
oa 


: hy 4 
$2 G2 G0 tnt 0 pe bes 
QW: ROMA URD 


aI: 
SAANAAASEN 
SBHMBORDOH PO 


+ Cumulative up to 5%. F—Four years. H—tThree years, T—Two years. S—One year. 
N—Price range 1926. § 1922-1926. 
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Railroads Public Utility 
Mining canine Petroleum 


Quarterly Earnings Record 


This table, which will henceforth appear quarterly, is designed to afford the reader a 
ready reference to earnings of important listed companies which regularly issue quarterly re- 
ports. The present list includes all companies whose statements have been received by us up 
to May 12, 1927. Per share earnings have been calculated from reported net income on the basis 


of present capitalization. , 




















































INDUSTRIALS 
Dollars ad Share Dollars per Share 
Earned Present i. wen 

Earned ist Quarter, Dividend Earned ist Quarter, Dividend 

1926 1927 Rate 1926 1927 Rate 
Air Redariion ..........3.. 10.83 3.26 5.00 Hoehne, Mi: A: Pid... ......... 13.36 0.30 re 
Allis Chalmers Mfg......... 9.39 2.18 6.00 Hudson Motor Car ......... 3.37 2.52 3.50 
PN RIEMEE: oo soc ccc es cee 5.75 1.42 3.00 Hupp Motor Car ........... 3.48 0.48 1.40 
Amer. International ........ 3.63 1.07 2.00 JL ae 5.45 1.65 2.50 
Amer. La France F. E. ..... 0.90 nil ee International Bus. Machine. 6.51 1.63 3.00 
Amer. Steel Foundries ..... 4.50 1.35 3.00 International Nickel ....... 3.00 0.76 2.00 
eS, ee 5.57 1.12 3.00 International Cement ...... 6.51 1.30 4.00 
Art Metals Consd. ......... 2.82 0.59 x1.50 eS reer eas 2.07 0.55 1.00 
RUNG MOURID iisie's vo.ctslon. sca 9.14 2.75 525 Island Creek Coal .......... m4.52 1.32 4.00 
Beech-Nut Packing ........ 5.15 1.13 2.40 Jones and Laughlin Pfd. ... 25.56 6.10 7.00 
Bethlehem Stee] ........... 7.48 2.18 es Jordan Motor Car .......... 0.25 nil es 
eS (ee. ar ea 10.50 2.85 4.00 Se ES ae 3.36 0.67 1.20 
Briggs Mfg. Co. ............ 4.08 0.75 3.00 J Se Ca 5.30 2.25 5.00 
Dame Bros. A ............. (9) 7.77 2.03 10.00 a 10.81 1.65 6.00 
OS Seer 1.97 1.40 oe Mathiesen Alkali ........... 10.22 2.73 4.00 
Byers, A. M. & Co. ....... 7.71 1.76 ee GE ee 4.26 0.93 2.00 
By-Products Coke .......... 9.16 2.11 2.00 Motion Picture Capital ..... 1.40 0.35 1.00 
Canada Dry Gin. Ale ....... 3.85 1.10 x2.25 Moto-Meter “A” ........... 7.81 0.90 3.60 
Central Alloy Steel ........ 2.02 0.39 2.00 Mullins Body Corp. ........ 1.83 1.31 ee 
Central Leather Pfd. ....... 1.61 1.70 icin Nash Motors ......... ey 8.50 £1.42 4.00 
Century Ribbon Mills ...... d2.78 0.70 ey National Acme ............. 0.42 0.03 ei 
Certain-Teed Products ...... 5.53 0.72 4.00 National Biscuit ........... 6.32 1.62 5.00 
Chicago Pneumatic Tool.... 12.74 2.21 6.00 National Cash Register .... 6.15 1.23 3.00 
YS ee ree 3.82 1.31 2.40 New York Dock ........... 2.25 0.63 is 
Christie Brown ...........- 1.99 1.01 1.20 Se 13.58 2.99 ~ 6.00 
reer Gore. .......5%.5... 5.07 1.96 3.00 oe Ree eee 2.04 0.74 B68 
Co OS i eer m8.25 © mt2.05 5.00 Owens Bottle .......2..5... 9.15 1.34 xk5.00 : 
Coca Cola International .... 7.05 2.49 10.00 Packard Motor ............ 25.27 £0.69 2.40 
Colorado Fuel & Iron ...... 7.60 4.63 wae Peerless Motor ............ 3.55 nil ane 
Commercial Solvents ....... 14.58 4.83 8.00 Pierce-Arrow Motor ........ 1.42 0.43 pee 
eS ee 6.11 1.88 4.00 ok USS eee eae 7.71 2.28 5.00 
Consolidated Distributors .. 0.18 nil am PARED BONIS sis s cose. 00 3.56 0.32 sae 
Corn Products Refin. ...... 3.88 0.91 x2.75 Republic Iron & Steel...... 11.05 2.02 4.00 
Cushman’s Sons ............ 7.61 2.59 h4.00 SE vin dicksdovvssaves ae 2.23 0.20 1.20 a 
Geyemeel Frat ............. 2.04 nil amie Rnbber MEER, GO. ..s.c00080000 4.51 0.91 ee 4 
Dodge Bros, “A” & “B”.... 6.46 0.03 ee Standard Plate Glass........ nil nil Te 7 
Douglas Pectin ............ 3.52 0.90 x2.25 Stewart Warner ............ 8.51 277 6.00 q 
du Pont de Nemours...... 13.98 5.36 8.00 Studebaker Corp. .......... 6.67 1.75 5.00 a 
re 3.95 1.09 2.00 Superior Steel ............. 2.74 def. ve 4 
Electric Refrigeration ...... (9) 4.33 nil seis MeRMNRON WA sc. 5 ce% sc ewes 1.86 0.32 oe a 
Fairbanks Morse ........... 6.03 nil 3.00 POIMMORPAIN  ..0.0005206....5 0.72 0.23 0.60 a 
Fleischmann Co. .......... 4.09 0.96 3.00 amomipsen, JOR: .......... 6.26 1.65 3.60 4 
Gabriel Snubber Mfg. ...... 5.16 1.67 3.50 Transue & Williams ........ nil nil oe 4 
General Electric ........... 6.14 1.53 j3.00 Union Carbide & Carbon... 9.08 1.88 6.00 : 
General Motor: ............ 21.80 5.80 8.00 OS 13.02 1.94 9.00 q 
General Outdoor Adv. “B”.. 3.50 0.59 2.00 U. S. Hoffman Machine .... 6.04 1.22 4.00 a 
General Railway Signal .... 11.49 2.08 5.00 Re ee 17.99 3.93 7.00 
General Refractories ....... 5.56 2.04 3.00 Universal Pipe & Rad. ..... 2.58 0.80 x2.25 
Gould Coupler ......:...... 0.97 0.44 cabs Vanadium Corp. ........... 5.26 1.65 3.00 
Gulf States Steel ........... 5.24 1.61 5.00 Va. Iron Coal & Coke..... nil nil Rose 
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INDUSTRIALS—Continued OILS—Continued 


Dollars per Share Dollars per Share 
—-_ = A 








cr 


Earned Present Earned Present 
Earned Ist Quarter, Dividend Earned Ist Quarter, Dividend 
1926 1927 Rate 1926 1927 Rate 


Waldorf System 2.25 0.56 1.50 Houston Oil 3.59 4.11 “es 
Ward Baking “B” 271 nil ate Independent Oil & Gas 5.95 1.27 1.00 
Willys Overland 0.22 0.81 ssn Louisiana Oil . 1.62 nil i 
White Sewing Machine 3.98 1.43 sors Marland Oil 6.05 p0.09 4.00 


Wrigley, Wm. Jr. Co. ...... 5.06 1.35 3.00 Pan-Amer. West “B” 2.33 0.52 
Yale & Towne 6.32 1.33 4.00 Panhandle Prod. & Refin. Pfd. (c) nil nil 
Youngstown Sheet & Tube.. 14.33 2.03 5.00 Phillips Petroleum 8.89 2.83 
_ Pierce Petroleum nil nil 
5.20 0.51 
MINING Texas Pacific C. & Oil 1.87 0.82 
Tidewater Oil 2.00 0.14 

Amer. Metal Co 3.88 i : 
hie, See, Ce 8 nil Union Oil of Cal. .......... 3.12 0.69 


Butte & Superior Mining.... 21.70 White Eagle 3.78 0.79 
Calumet and Hecla 0.75 
Dome Mines 1.41 


Freeport, Texas 2.47 I PUBLIC UTILITIES 


Granby Consol. Mining...... nil All Amer. Cable 12.15 3.08 


Howe Sound ve Amer. Tel. & Tel 10.99 3.00 
Magma Copper . 11.32 3.48 


-aphaghn g — “ 4.63 1.25 
Texas Gu uiphur ‘ 6.58 2.03 


Niagara Falls Power 3.04 0.75 
Pacific Tel. and Tel. 12.05 1.58 
Pacific Gas & Electric 10.03 0.82 
Amerada Corp. ............ F i Peoples Gas 11.04 2.83 
Amer. Republics 3 : ebuos Western Union 15.23 3.24 
Barnsdall “A” & “B” : : West Penn Power 7% Pfd... 34.75 11.41 


Railroads 


Earnings given below for 1927 are not quarterly earnings, but the projection of first quar- 
ter returns on an annual basis, after making due allowance for seasonal fluctuations in traffic 
of each individual road. In other words these figures represent the annual rate at which each 
road is earning, based on operating results of the first three months. 


$ $ $ $ 
Indicated Indicated 
Earnings Earnings 
Earned Per Share, Earned Per Share, 
Per 1927 Present Per 1927 Present 
ROAD Share (lst Quarter Dividend ROAD Share (lst Quarter Dividend 
1926 Basis) Rate 1926 Basis) Rate 


Atchison 23.41 24.06 b7.00 Missouri Pacific 6.09 7.45 vee 
Atlantic Coast Line *24.08 *14.95 b7.00 N. Y., Chic. & St. Louis 21.47 18.85 11.00 
Baltimore & Ohio 17.20 19.61 6.00 New York Central | *1452 *14.50 7.00 
Canadian Pacific 14.12 14.15 10.00 N. Y., New Haven & H. .... 5.63 4.20 owes 
Chesapeake & Ohio 24.75 27.90 8.00 Norfolk & Western 25.76 20.25 8.00 


Chicago & E. Ill. Pfd. eecee 2.92 7.10 coos Northern Pacific 8.47 7.10 5.00 
Chicago, Rock Island & Pac. 10.62 9.50 5.00 Pennasiveade 6.78 8.80 3.50 


Se Ri Ge tap | Regt tee 
cago o tees : ‘ : Reading 11.24 10.05 —e4.00 


Delaware & Hudson : 17.00 9.00 : : ; ie 
ek teictiniaaiin ; 9.36 6.00 St. Louis, San Francisco 14.17 14.95 e7.00 


6.50 a St. Louis Southwestern 8.46 8.07 


Gt. Northern Pfd. .......... y 8.50 5.00 Seaboard Airline 4.71 4.25 ou 
Gulf Mobile & N. ......... : 4.51 Rett Southern Pacific 10.42 11.00 6.00 
Illinois Central ; 12.60 7.00 Southern Railway *IT16 *14.76 7.00 
eansas Gilby SOs ::0:5:5.0:016 6's ; 3.60 ue Texas & Pacific 7.10 8.45 aera 
Lehigh Valley : 13.20 3.50 Union Pacific 16.40 15.65 10.00 
Louisville & Nash. ......... . 13.50 7.00 6.40 6.35 coos 
Missouri, Kan. & Texas i 5.86 dene Wheeling & L. Erie 6.11 7.60 


* Exclusive of equities in earnings of other roads. (a) Indicated fixed charges times earned for 1927, 0.90; for 1926, 0.89. b Plus $3.00 
extra. c Plus $2 extra. e Plus $1.00 extra. 

d Deficit. p Before depreciation and depletion. + Before taxes. f3 mos. ended Feb. 28. g Yr. ended Aug. 31. c Exclusive of profit 

on real estate sales of 11.58 per share. x Partly extra. s Basis 1926 capitalization, h Plus 3% in Pfd, stock. j Plus $1 in special stock. 

k Plus 50% in stock. m Basis present capitalization. (9) Nine months ended Sept. 30, 1926. z Before depletion. 
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Building Reserves 


19) NE of the problems of corporate manage- 
ment is the determination of how much of 
} the earnings should be paid to the share- 
holders and how much should be retained 
by the corporation to build up suitable re- 
serves. Large dividend disbursements, of 
course, are always highly gratifying for both the 
management and the owners of the corporation— 
its stockholders. Still, funds that are paid out 
through this channel are no longer available to the 
corporation. A wise management realizes that the 
needs of the company have priority over the wishes 
of the shareholders. The first step is to fortify the 

company against future contingencies; to estab- 
' lish reserves for worn-out equipment, depreciated 
property and depleted assets. The real progress of 
a successful corporation is often witnessed in the 
growth of its reserves and the physical improve- 
ment of its properties, rather than in the dividend 
record over a period of years alone. 

From this, the small investor who is seriously 
considering the future may be able to grasp one 
important principle for the successful accumula- 
tion of wealth. During the course of a year’s time, 
all of us have a certain earning power which we 
must allot either for living expenses of the moment 





188 





or to provide for the future. The farsighted in- 
vestor will follow the example of a capable corpo- 
rate directorate and use a portion of this money 
which passed through his hands in building up re- 
serves for the future. These reserves might be rep- 
resented in a growing savings bank account, in 
payments against building and loan shares, in the 
reduction of a mortgage against his home, in in- 
creasing the investment values of his insurance 
policies, or in the accumulation of good securities. 

Whatever medium is selected, it is well to deter- 
mine that these investment reserves have priority 
over living expenses and live up to the policy estab- 
lished just as contentiously as a good corporate 
management will ever keep its reserves foremost in 
mind. Money that is expended for fixed living ex- 
penses is like the funds that are paid out in divi- 
dends, in the sense that the needs of the present 
must be weighed against the inevitable require 
ments that the future has on each one of us. AS 
far as the individual is concerned, the real gain in 
wealth is disclosed in the growth of one’s invest- 
ment reserves and not on the rise in one’s standard 
of living. Now, when earning power is highest, it 
is the best time to build up your investment re 
serves and prepare for the future. 
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How I Placed My Money to Good 
Advantage in My Financial 


Education 


An Investment in Self-Improvement Increases One’s Net Worth 


By HOWARD C. ROWE 










fundamentals, there 

are three important 
points that one must keep 
in mind when working to- 
ward the goal of Finan- 
cial Independence. The 
first obviously hinges on 
earning power, varying a 
good deal with each indi- 
vidual, but in order to ac- 
cumulate wealth one must 
have the money coming in 
from salary, earnings or 
investments. Now the 
really important point is 
asystematic method 
whereby an adequate por- 


T° get right down to 








bank received many valu- 
able suggestions also. Let 
me tell you right here 
that your bank knows 
more about you than you 
think they do. I was put 
in touch and recommended 
by the bank to many dif- 
ferent firms for account- 
ing work and I came in 
contact with people that I 
could otherwise never have 
reached. Do not try to 
get beyond your sphere. 
Stay within your realm, 
do good work, and your 
horizon will enlarge, and 
you will be equal to the 








tion of the incoming money 
is set aside for the needs 
of the future. Many small investors, 
go just so far, however, and then stop. 

In the final analysis, whether or not 
your goal will be attained may depend 
to a very large extent on what you do 
with your savings. Some think of in- 
vestment mediums exclusively in terms 
of savings bank deposits, home pur- 
chase contracts, building and loan 
shares and securities. There is an- 
other worth-while medium of invest- 
ment too often overlooked, but one on 
which my story is based. It is an in- 
vestment in self-improvement—to be 
more specific in my case, an invest- 
ment in financial education. 


An Early Record of Financial 
Losses 


I used to deal in stocks and bonds on 
margin. Let me mention right here 
the only safe margin I ever found was 
100%. If you want to buy on margin 
buy your securities and, if you need to, 
leave the same with your bank as col- 
lateral. With me my _ investments 
Proved disastrous. Some firms failed 
or else I bought something which a 
salesman told me was good and was 
a “sure thing” and I lost again. Four 
of the houses with whom I was dealing 
failed, and I usually got nothing after 
the receiver was through, in some cases 
hot one cent, or else I received a prom- 
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issory note that was not worth any 
more than the paper it was written 
on. I felt I was getting nowhere and 
was continually losing. I felt I was 
all wrong, that I must make a change, 
and I looked for help and found it. 

I made up my mind that the next in- 
vestment I made would be money spent 
on myself for a better training. I 
could not invest in anything and make 
a go of it, so I tried it out on myself. 
I bought some books and magazines, 
took up a course of accounting, and 
decided if I could not increase my in- 
come through proper investment in 
securities I could at least increase my 
income by investing in myself and 
through my own efforts. I received a 
great deal of help for my work from 
THE MAGAZINE OF WALL STREET and 
the books they publish. This magazine 
recommended a house to me that has 
not failed and does not dynamite me 
with telephone calls and telegrams. I 
wrote to THE MAGAZINE OF WALL 
STREET about some investments and 
abided by their suggestions. 


Making the Most of One’s Banking 
Connections 


By preparing myself I learned of the 
different kind of securities, what they 
stood for. By earning more I had more 
to invest, and in consultation with my 


occasion. 

As for myself I was 
getting to an age where I could not 
afford to take any chances. While it 
is true there is a certain element of risk 
in all investments, I have tried to stick 
to the kind THE MAGAZINE OF WALL 
STREET terms “solid investments.” I 
felt I wanted to play as safe as possi- 
ble, and while I knew that my returns 
would naturally be smaller, I felt the 
increased return from my earnings 
would more than offset the increase I 
might make from less secure invest- 
ments. You do not have to buy “Cats 
and Dogs” to make money, but such 
standard securities as are so often re- 
ferred to by THE MAGAZINE OF WALL 
STREET, will make money for you. 


Proper Training Essential for Best 
Results 


Keep your interest working and the 
magic of Compound Interest will work 
wonders for you. 

You will be surprised what proper 
training in this manner can and will do 
for you. It has proved of great value 
to me. Invest in yourself. With this 
plan I have been able to build up a 
Saving’s Plan, a Building and Loan 
Budget, a Life Insurance Program and 
am heading strong for Financial Inde- 
pendence, and Future Income. Of all 


my investments, none have come up to 
my investment in financial education. 
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Plums from Electric Currents 
4 WADE 


% - af Lf A remarkable story of investment success from patience and foresight, that 
meant won second prize in the recent Wall Street True Story Contest. Although 
> ee intended im NO way as a current recommendation, the author’s selection 
was indeed a fortunate one and coupled with consistent reinvestment and 
accumulation made possible the striking record published below. 





By JOSEPH CONRAD BECHTOLD 


now cost an average price of $27.62 per share. 
I had confidence in this company and not 
only held the stock, but, continued to add 
more to my holdings. My earning power 
was small and therefore my ability to 
buy was of a corresponding nature. By 
April 14, 1923, I had added to my com- 
mon stock holdings and owned eighteen 
shares at a cost of $689.72. I will 
~ . yeo-® never forget my excitement during 
— ; ye the Spring of 1923. North American 

a 















































an acknowledgment from 
my broker to the 
effect that he had pur- 
chased for my 
account 


QO: September 4, 1919, I received 


started to climb. Par was crossed. 
Still it continued to soar. Each 
day witnessed a new record high. 
I had confidence, nevertheless, 
in my judgment and held on to 
my eighteen shares of stock. 
Some time later on I under- 
stood the reason for the 
startling rise in the price of 
North American common. 
The offer was made to the 
stockholders to exchange 
one share of common into 
five shares of common 
with a par value of 
$10. This transaction 
changed my eighteen 
shares into ninety 
shares of common, 
which originally 
cost me _ $689.72, 
or, $7.66 per share 
of common for 
the new stock. 
After the elec- 
tion of Presi- 
dent Coolidge 
in November, 


three shares 
of North 
American com- 
mon stock at 
$58.25 per share. 
At that time I 
did not conceive 
that this small in- 
vestment in electri- 
cal currents would 
mature for me into a 
lucrative plum. 

Three shares of stock 
is a paltry matter as 
stocks are bought and 
sold today. To me, how- 
ever, this order was the 
culmination of an opinion 
I had formed regarding the 
public utilities. I read and 
talked public utilities and be- 
came thoroughly sold on the 
idea that the North American 


Company was the star to which 

I should hitch my little invest- 1924, I owned 

ment cart. After having paid 103 shares 

for my initial purchase on the par- of North 
American 


tial payment plan, I bought three 
common. 






additional shares at $52.20 about w 9 aoe 
one year later. go? a Px) a 3 
Just two years after my introduc- oe . po “poe Sk oP 07 
tion to the North American Company, - e. W ww . ~ 
I owned six shares of their stock, which we? Pad , 3 420° 
i n ev ® 3” 
was at that time of one class, namely, 49? 6° yoo? 














common stock with a par value of $100 

per share. It was at this time that this 
company exchanged their outstanding 
common stock for one share each of com- 
mon and preferred, both with a par value 
of $50 per share. With this exchange ar- 

ranged, I owned six shares each of common 
and preferred stock with a par value of $50 
per share, which was identical with my original again on September 1 ares 
holdings, with the exception that each share more re $59.90 me share st Fragacte rae. My ae 
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At this time I 
held the opinion that 
the market price of North 
American was too high, and, 
therefore, I sold fifty shares at $34.22 
per share for the total of $1,711. Thet, 
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VIVID story of how a modest investment in a great industry lavished a 
rich reward for frugality and patience. Selecting a strong and growing 
company in a stable and essential industry, the author could hardly be said to 
have placed his savings recklessly—still the return on the original investment 
as shown in the accompanying record is truly phenomenal. A real True Story 
of merit which might well inspire beginners on the road to Financial 
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10t 
dd on these sales of common stock per share. My dividends for the last time and again, but, my observations 
er amounted to $2,596. North American year were $51 cash on the preferred convince me that the average young 
to Company have paid their quarterly stock and seven shares of common’ man refuses to spend the time required 
3y dividend in stock over a period of stock that had an average value of to make a comprehensive study of in- 
n- years. I always took the stock in pref- $50 per share, or, a total of $350, plus vestments. They will twiddle their 
en erence to the cash surrender value the cash on the preferred, totaling idle thumbs and twaddle their simple 
ill offered. This naturally increased my $401. In other words my dividends tongues and half-heartedly try to con- 
ng stock holdings in the common stock. are annually greater than the cost of vince a go-getter that because they 
an Occasionally I would buy a few extra’ my combined holdings in the North have no wealth they are greatly pes- 
od. fractional script certificates to round American Company. tered and handicapped. We must 
ch out a full share and through this These authentic facts prove the oft admit opportunity when it knocks, for, 
th. method my holdings kept increasing repeated statement that a young man _ opportunity does not as a rule visit us 
$8, with every quarterly dividend pay- has as great an opportunity to make’ six days each week, but, contrariwise 
to ment. good as our fathers or forefathers comes as a rule rather unexpectedly. 
ok. In one way or another, during these had. The young man does not have I have read THE MAGAZINE OF WALL 
ar seven years, I accumulated a total of to “Go West” either, as Horace Greeley, STREET for the past eight years, yes, 
he seventeen shares of North American the American journalist, advised. My and I can truthfully say that I have 
of preferred. and 134 shares of common’ experience may appear insignificant actually studied the contents of this 
n. stock, the total cost of these 151 shares when compared to the results of those publication, and, in consequence my 
he to me was $2,930.84. I disposed of actually and actively engaged in the conclusions have been based to a great 
ge sixty-five shares for a sum of $2,596. stock market. I do claim, however, extent on the information acquired 
to At this writing I own sixty-nine shares that a young man with patience, through this source. What I have ac- 
on of common and seventeen shares of tenacity and willingness tc work can complished with North American stock, 
of preferred, or, a total of eighty-six make good in the investment field to- I have repeated in a somewhat like 
ion shares of North American stocks at a_ day. manner with other stocks, and what I 
en cost of $334.84. This averages $3.89 The above results can be duplicated have done others also can do. 
aty 
yn, nT TTT TTT TTT TTT TTP 
lly N N 
N 
72, N N 
N 
- \ BYFI Makes a Suggestion N 
for N ° N 
\ to the Inexperienced Investor N 
ec- N N 
agi- N These investment recommendations are now a regular feature N 
ige N for the guidance of BYFI readers. With the original selection N 
or N of each issue, safety of principal has been a foremost con- N 
“id N sideration. Each issue is watched continuously and will be N 
h N replaced at any time that it may become unfit for retention. N 
Tes N Such changes will, of course, be brought to the reader’s N 
th N attention, if and when they occur. N 
N N 
an N N 
on. N Approxi- Yield Approxi- Yield N 
N THE FIRST $500 mate to $5,000 FOR INVESTMENT mate to N 
N Price Maturity Price Maturity N 
N Savings bank accounts are recommended for Cuba R. R. Ist 5s, 1952 N 
N deposit of regular savings, to yi 4to4%% American Sugar Ref. 6s, 1937 N 
N Shares of well managed Building & Loan Assn. U. 8. Rubber Ist 5s. 1947 N 
N are recommended on the monthly payment plan 5 to 6% West Penn Electric $7 Pfd N 
N Endowment Insurance is a suitable medium for U. 8. Smelting & Ref. $3144 Pfd.*............... N 
N the investor and yields a return of ... 8t03%% American Water Works & El. $7 Pfd N 
N *Laclede Gas Light Ist and ref. 5%s, 1953 5.15% N 
N c N 
4 \ THE NEXT $1,000 THE NEXT $5,000 (a) N 
hat N ¢tBaltimore & Ohio ref. 5s, 1995 4.65% Seaboard Air Line Ist Cons. 6s, 1945 N 
ha N *Commonwealth Power 6s, 1947 5.55% Nassau Electric 4s, 1951 N 
wrth N ¢ *Montreal Tramway gon. & ref. bs, 1988 97 5.20% Western Maryland Ist 4s. 1952 N 
d N +N. Y. Steam Corp. 6s, 1947 5.50% Brooklyn-Man. Tr. $6 Pfd N 
nd, N tWestern Pacific Ist 5s, 1946 5.10% et eee ee ee N 
1,22 N * Available in $100 units. f+ Available in $500 units. eesean Sel. & Tel. commen N 
1eD, N % New Recommendation: Holders of Balt. & Ohio 5s, 1995 (a) This group is selected with a view toward probable enhance- N 
N (origi-ally recommended at 98), are advised to switch into Mon- ment in principal. N 
res N treal Tramway 5s, 1995. * Recommended to hold at present. N 
otal N N 
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Building Pour Future Income 
A Safe Income for Life 


This, the First of a Series of Articles on Annuities, Points Out 
the Advantages of an Investment in This Type of Insurance 


By FLORENCE PROVOST CLARENDON 


HE buying of annuities is slowly 
but steadily gaining favor in 
this country, although until 
recent years their purchase was prac- 
tically restricted to a limited num- 
ber of discerning investors whohad an 
intimate knowledge of life insurance, 
and therefore knew that such invest- 
ment yielded an unusually large re- 
turn linked with absolute safety. 
A life annuity gives to the an- 
nuitant the best means of securing 
with safety the highest income re- 
return from capital. This high re- 
turn is of course due in large meas- 
ure to the fact that the investor’s 
principal is definitely paid over to 
the life insurance company which 
guarantees the fixed income for life. 
This is the principle governing the 
yield on the purchase price of an- 
nuities, but insurance officials often 
comment on the unusual longevity 
of those to whom the income is paid. 
Perhaps the long life of annuitants 
is due to freedom from financial 
worry, and the peace of mind which 
is enjoyed by the recipient of a 
regular guaranteed income. At any 
rate, annuitants live longer than 
other people as a class, and the fact 








POPPER rn, 
| COLUMBIA BREAKS EVEN 
ON DE LOUBAT GIFT 


Insarance Co. Loses $1,000,000 
in Annaity Deal on Property 
Which Decreased in Value. 














Members of the Board of Trustees of 
Columbia University figured out yes- 
terday that the university had just |. 
@ about broken even in its deal with the 
late Duke de Loubat who twenty-nine | ‘ 
years ago, handed the university a|_ 
deed to downtown property worth then 











approximately $1,100,000. 


nuity for the Duke. The Duke lived 
on his $60,000 yearly for twenty-nine 
years without having to worry about 
the source of his income, and the only 
iparty that failed to profit by the trans- 
action was the insurance company, 
which is out about $1,000,000. 
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form of investment is a prime neces- 
sity, and a life insurance company 
offers the best and most conserva- 
tive medium for the purchaser. The 
investments of life insurance com- 
panies are necessarily judicious and 
conservative; their holdings are 
spread over wide areas of the coun- 
try, in well-balanced groups of di- 
versified securities. These invest- 
ments are not only subject to the 
approval and supervision of the in- 
surance departments of the various 
states in which the companies op- 
erate, but the entire business of the 
life insurance company itself further 
safeguards the obligation to pay the 
annuities. 

No medical examination is re- 
quired of the applicant for an annu- 
ity. The man or woman who is in 
poor health is not apt to apply for 
this protection. It appeals to those 
elderly people who have a normal 
éxpectancy of a healthy and ex- 
tended old age, and who wish to get 
the largest income that can be safely 
provided by their capital. 


Various Forms of Annuities Fill 
Different. Needs 








is proven by the experience of life 
insurance companies’ records. 


Safety Essential for Investments 
In Later Life 


If a man has lived conservatively 
during his active business or profes- 
sional career, and is of a thrifty dis- 
position, he should have amassed a re- 
serve fund for modest maintenance as 
he approaches old age. This fund rep- 
resents the fruit of earlier self-denial, 
and the result of active work in younger 


From N. Y. Times, March 4, 1927. 


The amazing longevity of many annuitants is 
illustrated by the death of the Duke de Loubat 


in his 96th year. 


years, for life or forever.” To the 
elderly man or woman with no depen- 
dents the annuity presents a particu- 
larly desirable way of arranging for 
a sure life income, paid regularly, and 
guaranteed by the stability and con- 
servatism of the source through which 
it is paid. The absolute safety of this 


The flexibility of the modern an- 
nuity form is particularly interest- 
ing. It would seem that, in some 
variation of the form, an annuity 
could be obtained to fit the indi- 
vidual needs of any of the usual appli- 
cants. In this article, we are referring 
more particularly to the Immediate 
Annuity on a single life. 

Let us take for instance the case of 
a man who at sixty-five decides to re- 
tire from active business, with a capital 
of $50,000. with which he plans to main- 
tain himself for the rest 
of his life. He has no 








him to live in the dig- 








nity of financial inde- 
pendence during the 
mellow years of life’s 


manhood, permitting 


Annuity Purchased by $10,000 


dependents, and he 
looks for a conserva- 
tive channel through 





autumn. 
Derived from the 
Latin annus (year) 


Approximate percentage return 
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which he can procure 





Annual payments 
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Male Female % 


with absolute safety a 
guaranteed life income. 
He looks forward to 


Female 
% 





the word “annuity” 
practically defines it- 


$ 744 8% 


1% physical and mental re- 





self—an annual pay- 


846 9% 


8, laxation after the long 





ment. The dictionary 
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93, strain of an active busi- 
= sh 
ness career. Perhaps he 





gives the definition: 


1,140 


11% will travel a little, but 











“An amount, especially 
of money, payable year- 


1,413 


14 in any event he wants 





ly for a certain or un- 
certain period, .as for 
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to enjoy his well earned 
retirement. If he in- 
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vests his money safely and conserva- 
tively in long term bonds, or other de- 
pendable securities, the interest return 
cannot be assumed to consistently run 
beyond 5% over a long term of years. 
Thus, the income from his $50,000 
would be but $2,500 a year. 

If this man on retirement at age 
sixty-five, however, purchased an an- 
nuity with his $50,000, he could, accord- 
ing to current annuity return in a num- 
ber of high class Old Line life institu- 
tions, get an annual life income of ap- 
proximately $5,455—representing a re- 
turn of almost 11% on his payment of 
principal. 

Owing to the greater longevity of 
women after middle life, as a class ne- 
cessitating income payments over a 
longer period on the average, the cost 
of an annuity payable on the life of a 
woman is higher than that called for 
in the case of a man. The rates and 
percentages at various ages, male and 
female, are indicated in the accom- 
panying box. 


Sacrifices Capital for Guaranteed Life 
Income 


It may be that the tentative investor 
in an annuity will feel that in event 
of his death occurring after but a few 
years’ enjoyment of his annuity in- 
come, the proportionate loss of his in- 
vested capital is greater than he cares 
to contemplate. He may ask: “Cannot 
I get a guarantee that my annuity pay- 
ments will at least return my princi- 
pal?” This return of course can be 
made, but in such case the annual pay- 
ment during his lifetime will be 
smaller because in such an arrange- 
ment there is some life insurance com- 
bined with the annuity guarantee. 

Mortality tables, however, show that 
annuitants are a long-lived class, and 
the longevity of the average annuitant 
isso marked that it has for many years 
been a subject of good-humored raillery 
in insurance circles—with the laugh, as 
It were, on the company paying the in- 
come. In many instances the annu- 
Itant’s life, like Tennyson’s immortal 
brook, seems likely to “run on for- 
ever”! 

An interesting point in connection 
with the purchase of an annuity has to 
do with the income tax. Annuitants 
are not required to pay a Federal tax 
‘n income derived from an annuity un- 
til the amount of payments made 
equals the purchase price. Thus in the 
tase of a man age sixty-five purchasing 
a2 annuity income of $5,455 annually 

(approximate yield at that age on a 
Purchase price of $50,000), the income 
Would be free from tax for nine years, 
and thereafter the tax payable would 
be subject to the usual exemption. 


Editor's Note: Mrs. Clarendon’s sec- 
od article on annuities will appear in 
the next issue, 
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Dear BYFI: 


A business acquaintance of mine is try- 
ing to interest me in joining an investment 
club which he is forming, and which will 
clear all its transactions through a broker- 
age firm that my friend is associated with. 
The idea appeals to me, except for the 
fact that I do not know any of the other 
members, and am not quite satisfied 
with the discretionary privileges that are 
granted in the Agreement to the Club 
Manager and his firm. What is the dif- 
ference between an Investment Club of 
this type and an Investment Trust im 
which investors are offered shares of in- 
terest? Please advise me if you would 
oghzene of this particular investment 
club idea if you can formulate an opinion 
from the attached papers.—S. D. C., New 
York City. 


Although the papers which you 
have sent us are not an entirely 
satisfactory basis for formulat- 
ing an opinion, we would be will- 
ing to hazard the guess that this 
particular club is formed largely 
for the benefit of its promoters 
and possibly incidentally to assist 
members in their investments. 
We do not approve of any so- 
called Investment Club that has 
so professional an air and makes 
such a wide appeal for member- 
ships as the organizer of this club 
apparently is doing or intends to 
do. There is very little difference 
between this kind of an Invest- 
ment Club and the “discretion- 
ary” type of Investment Trust. 
The investor has little to say 
about the selection of investments 
or manner in which the group 
fund is handled in either case. 
The Investment Trust, however, 
is quite frank and open on this 
point, while your “friend” tries 
to give the impression that his 
investment club is something dif- 
ferent. This difference is quite 
important, as is also the fact that 
any Investment Trust must have 
a management of recognized 
ability and honesty in order to 
interest a great many investors 
in their shares while the Invest- 
ment Club of the type you de- 
scribe is in a better position to 
overcome any defect in this re- 
spect by subterfuge. Between the 





two, if we had to favor any, we 
would be inclined to, favor the 
Investment Trust plan. 


Requires More Income and Safety 


Dear BYFI: 

An old friend of mine, about 68 years 
of age, has asked me for some advice 
concerning his investment problem, and 
I am taking the liberty of Pye along 
the responsibility to you. e has about 
twenty thou. dollars now placed about 
half in savings banks and the balance in 
real estate mortgages. The mortgages are 
maturing shortly, and he thinks he could 
do better by buying good stocks, because 
he is dependent entirely on his income, 
having no relatives to either leave his 
money to or to support him if he should 
lose his money. Do you think his plan a 
wise one, and if not what would. you advise 
him to do?—T. K. R., Chicago. 

We decidedly do not think that 
your friend’s plan is a wise one. 
Having no dependents to whom 
he could leave his estate anyhow, 
the logical investment would be 
an immediate annuity. An arti- 
cle elsewhere in this issue de- 
scribes the purpose of annuities 
and, if you decide to advise this 
step, your friend can obtain spe- 
cific information by writing direct 
to our Insurance Department. 


Regarding Joint Accounts 
Dear BYFI: 

What is the advantage of having bank 
accounts or registered securities entered 
in the name of “husband or wife or sur- 
vivor’? Does it save taxes and estate 
settlement costs?—F, E. R., Virginia, 

When a bank account, regis- 
tered security or any similar evi- 
dence of property is placed in the 
name of “husband and wife, or 
the survivor” it becomes the prop- 
erty of either one immediately 
and automatically upon the death 
of the other. Such property does 
not pass through the regular 
channels provided by the courts 
for the settlement of an estate 
and consequently these costs or 
taxes are avoided and no delay is 
experienced by the survivor in 
obtaining possession of the funds. 
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Katanga Mines 








A Mining Myth Exploded 


The True Status of the Katanga Mines Revealed—Possesses 


AY back in the “Gay Nineties” 
when side whiskers were the 
fashion and gay young ladies 
wore bell sleeves, a sturdy Britisher 
was sent into the African bush by 
Cecil Rhodes to prospect for valuable 
minerals. Undergoing the incredible 
hardships of jungle exploration for 
many long months, he returned to civ- 
ilization empty handed but still undis- 
mayed. His imagination was fired by 
the. writings of Stanley and Living- 
ston, corroborated by vague traditions 
among the native tribes of prehistoric 
workings of copper mines in the Afri- 
can hinterland. So he continued his 
prospecting. Running down one tribal 
tradition after another, his travels 
brought him north of the watershed 
into the vast unclaimed tract that is 
now the colony of Belgian Congo. Here 
he found showings of copper ores that 
led to later discovery of the Katanga— 
one of the world’s richest copper mines. 

This man was Robert Williams, whose 
initiative and genius made this great 
mine development possible and who is 
still the active 


Richest Ores of Any Large Producer—Labor Costs a Deterrent 


By O. D. MORAN 


King Leopold, giving the latter a per- 
sonal interest in them and the early 
exploration and development of the 
now famous Katanga was. carried out 
under this arrangement. It was under 
this regime too that numerous atrocities 
committed on the natives are laid to 
the door of the old Belgian King, al- 
though white men more familiar with 
the history of the country than politi- 
cians now claim that most of the 
mutilations of the natives was due to 
tribal customs and ferocious native 
feuds. Later the district became the 
colony of Belgian Congo. Believing 
that the time was ripe for aggressive 
development of the concessions, Mr. 
Williams interested both Belgian and 
English capital and the Union Miniere 
du Haut-Katanga (a Belgian company) 
was formed to take over the conces- 
sions. 

This company, capitalized now at 
247 million francs, owns and operates 
the Katanga Mines. About 60% of its 
capital is owned by Belgian capitalists 





directive force 
behind the com- 
pany, although 
not its titular 
head. At the 
time: his first 
discoveries were 
made, all of the 
coast of Africa 
on both sides 
was broken into 
colonies of the 
great powers of 
Europe. None 
wantedthis 
tract in the interior but 
still no nation was willing 
to see it fall under control 
of another. As a solution 
for this international prob- 
lem, it was agreed to place 
this territory 


















Right—A rich copper 
deposit worked by 
stripping methods. 


and about 40% is held by _ the 
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Tanganyika Concessions, Ltd., an 
English company which also owns 
and operates mining properties in Rho- 
desia. In 1912, the first production 
from the Katanga Mines was shipped 
to the coast—only a few tons of blister 
copper. In 1925, the largest output in 
the history of the company aggregated 
over 200 million pounds of copper, or 
a little more than one-fifteenth of the 
world’s production of the red metal in 
that year. 

The Katanga Mines, like the mines 
of the Chile Copper Company, are 
worked by steam shovel mining; in 
other words, the surface soil is first 
stripped and then the ores are dug up 
by steam shovels and sent to the 
smelters. The ores have a content of 
between 6 and 7% copper as shown by 
the company’s average experience, in- 
cluding both the highest and lowest 
grades of ores available. This yield 
is richer than any other large copper 
producer in the world and coupled with 
the fact that the ores are mined with 
steam shovels a sort of a myth has been 
spun around the justly famous Ka- 
tanga Mine that frequently encroaches 
upon the ridiculous. 

Part of the “Katanga Legend” of 
recent years has credited this mine with 
undermining the copper market; break- 
ing the control held by American capi- 
talists on the world copper market and 
even giving rise here and there to cries 
for a higher protective tariff to save 
us from cheap African copper being 

dumped on our 
shores. Ninety 








under the ad- 
ministration of 
King Leopold of 
Belgium and 
thus it became 
the Congo Free 
State under the 
personal ad- 
ministration of 
King Leopold. 
Robert Wil- 
liams obtained 
his mining con- 
cessions from 
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5 per cent of this 
| part of the le 
gend is interest- 
ing mythology 
and the other 
10% is pure rot. 
Katanga is one 
of the low cost 
producers but 
not by any 
means the low- 
est. Chile can 
ship cheaper 
copper to the 
Atlantic seaboard and Europe than 
Katanga. Katanga is represented in 
the European selling cartel and its 
management is both conservative in its 
operations and mindful of the good of 
the industry in its policies. 
Katanga’s ores are not concentrated 
at one great mine; there are five o 
six large mines, in fact, and several 
(Please turn to page 146) 
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Investors will be interested in 
this Cities Service Report 
—the best in its history 


The 17th Annual Report of Cities Service Company, just issued, shows 1926 to 
have been the most successful year in the Company’s history. Consolidated gross 
earnings of the Company and its subsidiaries exceeded $140,000,000. 

Total assets of this nation-wide public service organization increased to $663,000,000. 
During the year working capital increased 32%, from $34,100,000 at the close of 
1925 to $45,300,000 at the end of 1926. 


Consolidated net earnings set a new high 
mark, increasing $6,000,000 to $46,306,000. 





Cities Service Production 
Set New Records in 1926 


OIL AND REFINERIES 


These net earnings equalled 8.48% on the total 
capitalization and funded debt of the Cities 
Service organization. The $6,000,000 increase 
in net earnings was equivalent to 11.83% on 





the increased capitalization and funded debt. 


Last year more than 65,000 investors were 
added to the security-holders of the Cities 
Service organization, bringing the total to more 
than 300,000—the second largest list of secu- 
rity-holders in the country. The list includes 
many trust companies, banks and other insti- 
tutions, as well as individuals in every state 
and in 37 foreign countries. 


Barrels of oil produced A ns 12,065,749 
Number of oil wells owned . ; 4,456 
Daily refining capacity (bbls. of crude). 33,600 
Oil storage capacity in barrels 8,728,874 
Number of tank cars owned and leased 3,022 
Communities served by stations . ; 2,681 
Marine equipment capacity (barrels) 674,000 


NATURAL GAS 
Sales in cubic feet ‘ 
Number of gas wells owned A 
Miles of gas mains owned . ‘ : qi20 
Casinghead gasoline produced (gallons) 23,393,717 
Population served x P ‘ 1,640,000 


MANUFACTURED GAS 
Sales in cubic feet . . 8,392,616,000 
24-hour capacity in cubic feet 32,510,000 
Number of customers . . ‘ 126,441 
Miles of mains on 3-inch basis. : 1,876 
Population served 1,150,000 


ELECTRIC PROPERTIES 


dozen largest industrial enterprises in America. 
Kilowatt-hours sold i 1,307,477,634 
Kilowatts installed capacity . 541,770 


Kilowatts connected load 964,365 Henr herty 
Number of customers 366,142 & ny 


Population served 1,600,000 GO WALL ST) NEW YORK 
BRANCHES IN PRINCIPAL CITIES, 
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. 64,902,813,000 


You participate in the success of the Cities 
Service organization when you invest in its 
securities. As a Cities Service security-owner, 
you have the satisfaction of knowing that you 
have invested your money in an organization 
which has grown steadily through its 17 years 
of existence—from a small beginning in 1910 
to its present commanding place among the 
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cAddress 


Clip and mail this coupon 


HENRY L. DOHERTY & CO. 
60 Wall Street, New York, N.Y. 

Please send me without obligation a copy of the 17th 
Annual Report of Cities Service Caeenny aed full in- 
formation about the investment securities of the Cities 
Service organization. 
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who knows? who Car es? 


Wuat is iT that makes the new Goodyear Ball so 

long, so true, so controllable? Is it the new core? 

the new winding? the new cover? the new All- 

Weather marking? Who knows—and, really, who 

cares? It’s enough to know that it costs only 75c 
and that it plays so wonderfully. 


For the best place to test a golf ball is 
on the golf course. 


You may cut it up ina laboratory, pho- 
tograph it, or anything else. You may 
do these things and only prove that the 
new Goodyear Ball is scientifically bal- 
anced, accurately cored, wound, and 
covered. 

But what makes it such a long ball? 
What givesit that sweet **click’’? What 
makes it immune to cuts and scuffs? 
Why does it ride so straight, so swift? 


No doubt, scientific explanations will 
be forthcoming as its fame spreads. 


In the meantime, don’t worry yourself 
about it. Just play the ball—the new 
Goodyear Ball with the All-Weather 
Mesh, or dimpled, if you prefer. 


The new Goodyear Ball—either All- 
Weather Mesh or Dimple—is 75c. The 
Goodyear Regular—either mesh or 
dimple —and the Goodyear Glide are 
50c. Ask your professional. 


Made by the makers of Goodyear Tires 











TE extend the facilities of our organization to those 
desiring information or reports on companies with 


which we are identified. 


Electric Bond and Share Company 


(Incorporated in 1905) 
Paid-up Capital and Surplus, $100,000,000 
Two Rector Street, New York 
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KATANGA MINES 
(Continued from page 144) 


smaller ones. Each mine must have its 
own surface buildings and equipment 
which means a larger investment and 
a factor in costs. The labor is no: 
“cheap native labor” as is generally 
supposed but actually quite expensive 
labor. The natives get little, of course, 
but in turn are worth little in efficiency 
and the necessary white labor is very 
expensive. Katanga is now served ex- 
clusively by a railroad from the south 
with a branch to the East coast of 
Africa and it will be a matter of years 
until the Benguella Railway, now under 
construction, will give the mine an out- 
let at Lobito Bay on the West coast. 
In the meantime, transportation costs 
to the world’s leading markets are high; 
the company’s labor situation is not 
satisfactory and plants for treating 
the ores definitely limit output. 

None of this, however, can minimize 
the importance of Katanga as a pro- 
ducer and a mine with a brilliant fu- 
ture. The company started the past 
year with developed ores having an 
actual copper content of over 5 mil- 
lion tons, enough to take care of its 
present plant capacity for the next 
fifty or sixty years with tremendous 
potential reserves still waiting devel- 
opment. A program of expansion is 
now being actively carried out which 
will bring its annual production over 
500,000,000 pounds and with this out- 
put and a direct railroad connection to 
the West coast of Africa, it will un- 
doubtedly produce the world’s cheapest 
copper. 

Probably a good part of Katanga’s 
fame results from the fortunes it has 
produced for its early sponsors. In 
1925, for example, the net income after 
all charges including severe depletion 
and depreciation writeoffs was the 
equivalent in American currency to 
around 3.5 million dollars. On its capi- 
tal stock this was equal to 175% earned 
on each share of 100 franc common 
stock. In 1924, its net earnings ‘were 
the equivalent of 4.2 million dollars. 


Until the annual report for 1926 is 
issued, considerable conjecture con- 
tinues as to the earnings for that pe- 
riod. It is known that production fell 
off about 10,000 tons or approximately 
11% from the previous year. The 
management was troubled by labor 
shortage to the extent that it was 
necessary to divert native labor from 
the mines to the construction of new 
plants, a factor that accounts both for 
the reduction in output as well as 
higher labor costs. Losses were prob- 
ably sustained from foreign settlements 
due to stabilization of the franc and 
the average dollar value of its output 
was lower. Considering these factors 
it is estimated that earnings may not 
exceed 2.5 million dollars—still a size- 
able amount for a comparatively young 
mine. 
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Just ONE decision 


can bring success! 


vr HOUSANDS of investors 

all over the United 
+ cA States are improving 
their financial position year by 
year. They are doing this at a 
rate practically impossible for 
any individual who is unguided, 
a rate that is greatly in excess 
of the average. 


You probably know this ina 
general way, and yet have never 
specifically considered how you, 
yourself, can do the same thing. 
If you have capital for invest- 
ment, think about it now. One 
well conceived decision on this 
subject can be of the utmost 
importance in materially hasten- 
ing your eventual success. 

You will find it worth your 
while to examine what follows 
carefully in the light of the par- 
ticular application of Brookmire 
Service to you, your investments 
and your income.* 

1.Q. How Definite Is Brookmire 
Advice? 


A. Brookmire Service tells you de- 
finitely what stocks and bonds are 
desirable, and why. It advises you 
clearly and specifically what and 
when to buy and sell. 

2.Q. Does Your Service Require 
Much of My Time? 

A. The information is as brief as 
adequate counsel will permit. The 
Service is designed for busy men. 


BROOKMIRE ECONOMIC 


If you have been putting it off simply 
because of insufficient information you 


should certainly read this page. 


3. Q. How Frequently May You 
Be Consulted? 


A. You can consult about invest- 
ments generally and ask concern- 
ing any specific security at any 
lime by wire, mail, telephone or 
personal call. We urge every client 
to take full advantage of this con- 
sultation privilege. 

4.Q. Will It Pay Me To Disturb 
My Present Investments? 


A. In very few cases have we 
found a list of investments that 
should be retained intact. A thor- 


ough survey is made at once of | 


each client’s holdings. Since we 
do not sell securities, advice as to 
changes is impartial as well as 
authoritative — an important con- 
sideration. 


5. Q. What Can You Do For Me 
That I Cannot Do Myself? 


A. We provide you with the knowl- 
edge and services of a staff of 
authorities on business problems and 
investments, seconded by a force of 
junior statisticians available always 
to help with any specific problem. 


6. Q. What Is Your Record For 
Accuracy? 


A. A 23-year record of growth, 
with clients renewing subscrip- 
tions year after year proves that 
they (who, after all, are the best 
judges) consider results satisfac- 
tory. Instances where individuals 
have kept detailed records show 
such facts as a 26% income yearly 
for 9 years in one case...a 30% 


SERVICE, 


return for the 9 months ending 
February, 1927, for a new client. 
These, just as innumerable others 
like them were made solely on out- 
right purchases. 


WE WANT YOU TO KNOW 


You are entitled to know about. 
any investment counsel organization 
such facts as the ones discussed in 
this advertisement. You may have 
been hesitating about this important 
matter of investment advice simply 
because you did not know just how 
extensive service you ought to ex- 
pect and have felt you would not be 
able to find out if you did inquire. 


We should be glad to have you 
write for additional information on 
any phases of Brookmire Service 
regarding which you are not in- 
formed. Or, better, call in person. 
The coupon will bring you, without 
obligation, a set of current bulletins 
and a booklet describing our Service. 
For any specific information, simply 
write us a letter. 


*Limitations of space require our statements here to be 
brief. Complete data will be furnished anyone interested. 


a 


BROOKMIRE ECONOMIC SERVICE, Inc. 
570 Seventh Avenue, New York, N. Y. 


Please send free a description of your 
Service, and a set of your bulletins stating 
what policy of investment is best now, 


PL 5 de a EEO Ss RON KES 


INC. 


570 Seventh Avenue, New York, N. Y. 


Investment Counsellors for Nearly a Quarter Century 


MAY 27, 1997 
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you may be interested. 





The Inquiry Department enables you to 
adapt THE MAGAZINE OF WALL STREET 
to your personal problems. 
yearly subscriber, you are entitled to re- 
ceive FREE OF CHARGE a reasonable 
number of PERSONAL REPLIES BY 
MAIL OR WIRE on any security in which 
Inquiries cannot 
be received or answered by telephone nor 
id can personal interviews be granted by this 
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® ANSWERS TO INQUIRIES © 


SUBSCRIBERS—ATTENTION 
department. 


If you are a 


swered. 


The inquiries presented in 
each issue are only a few of the thousands 
currently received and replied to. The 
use of this personal inquiry service in con- 
junction with your subscription to the 
Magazine should help you to get hundreds 
or thousands of dollars of value from your 
$7.50 subscription. 
subscribers of course cannot be an- 








Inquiries from non- 
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CERTAIN-TEED PRODUCTS 


I have 50 shares of Certain-teed stock, for 
which I paid $29 a share five or six years ago. 
What is your opinion of the outlook for the 
stock? Would you advise me to take my profit 
around current prices?’—G. A. K., Reading, Pa. 

In 1926, for the fourth time in as many 
years, Certain-teed Products showed an 
increase in net income. Net profit of 
2.383 millions after depreciation, federal 
taxes, etc., was equivalent after pre- 
ferred dividends to $6.02 a share 
earned on 307,000 shares of no par 
common stock. This compares with 2.1 
millions, or $5.19 a share, in 1925. The 
financial status of the company at the 
end of the year was relatively un- 
changed. During 1926 Certain-teed 
spent upwards of 2.7 millions on plant 
expansion and betterments, as well as 
for repairs, as a result of which it is 
mow favorably situated in regard to the 
production of its various products on a 
fair profit margin basis. The com- 
pany’s first quarter, normally its slack- 
est period, was not productive of very 
impressive earnings, net being equal to 
only 72 cents per share, but this con- 
stituted a small advance over 68 per 
share earned on the common in the first 
quarter of 1926, Trade conditions af- 
fecting the company’s line have bright- 
ened considerably in the recent past, 
with a further improvement in pros- 
pect. The outlook seems to be for 
increased operations and_ earnings. 
Hence, the shares have gained in 
speculative flavor and in our opinion 
might be retained with a view to de- 
welopments. 





REO MOTOR CAR 


I have been reading a great deal about the 
progress of Reo Motors but it certainly does 
not seem to be reflected in the market for the 
stock. I paid $22.50 for 50 shares about a 
year ago and have had no marked profit at any 
time since.—V. A. L., Yonkers, N. Y. 


Due to extraordinary expenditures in 
connection with the introduction of the 
company’s new line, the “Flying 
Cloud,” together with lessened output 








1 Be brief. 





Are You Sure of Your Broker? 


We invite correspondence from readers desirous of ascertaining 
the status of brokers with whom they intend to do business. We 
make no charge for this service, as we recognize the importance 
of having our readers deal through reliable firms. 


Subscribers wishing to avail themselves of the privilege of the 
Inquiry Department should be guided by the following: 


2 Confine requests for an opinion to three securities. 
3 Write name and address plainly. 











and sales, earnings of Reo Motor for 
the first six months of the current fiscal 
year declined to slightly less than a 
quarter of those for the corresponding 
period of the previous year. Net in- 
come amounted to $438,752, against 
1.85 millions the year previous. These 
earnings were equivalent to 22 cents 
per share on the 2 million shares of 
$10 par value stock outstanding, against 
92 cents per share for the first period 
of 1926. In the latter part of March 
operations were resumed on a normal 
basis, and production in April assumed 
record proportions. In this month the 
company shipped 5,519 cars and trucks, 
establishing a new monthly record in 
both units and money volume. On this 
basis, indications point to a more fa- 
vorable showing in the second half of 
its fiscal year. However, while the 
company has thus improved its position, 
and promises to give a good account of 
itself in the next few months, the long 
range outlook for this line of endeavor 
is for keen competition with a low mar- 
gin of profit, hence its mild prosperity 
cannot be expected to obtain indefinite- 
ly. The shares, in our estimation, are 
selling fully in line with their actual 
worth. We believe a switch into Penick 
& Ford would work out to your advan- 
tage. 


TIDE WATER OIL 


I would appreciate your recommendation about 
my Tide Water. Have 50 shares and they cost 
me 29; am getting only a fair yield on it and the 
oil situation offers little encouragement for hold- 
ing. At least that is the way I figure things 
out. What do you think?—J. J. 5. Denver, 
Colo. 

The report of Tide Water Oil Com- 
pany covering operations in 1926 
showed that earnings, after the deduc- 
tion of 6% preferred dividend require- 
ments, were considerably below those 
of 1925. Net applicable to the common, 
amounting to 4.32 millions, was equal 
to $2 per share, compared with 5.68 
millions, equal to $2.81 a share on the 
common in the previous year. A num- 
ber of important changes took place in 
the company’s balance sheet during the 
year. Reflecting an increase of 8.27 
millions of fixed assets, the company’s 
cash and security holdings were re 
duced from 16.58 millions to 8.55 mil- 
lions. Moreover, working capital was 
reduced by 5.56 millions to 28.05 mil- 
lions. A’ statement covering more 
recent operations is not as yet avail- 
able, but it is anticipated that earnings 
are running at a lower rate than 4 
year ago, in view of the present very 
unsatisfactory oil situation. Tide Wa- 
ter shares are not without merit for the 

(Please turn to page 158) 
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THE POWER OF 
A HUNDRED INDUSTRIES 


The power demands of industry are 
unceasing. Every second of every 
day power is needed in some line 
to carry on the world’s work. 


In hundreds of industries Continen- 
tal motors are furnishing dependa- 
ble power for a countless number of 
diversified uses. They are serving in 
an unusual way the power needs 
for industrial development. Among 
these Continental motors are used 
for mining, lumbering, road and 
bridge building,steel mills, railroads, 
agriculture and marine! 


Back of each industrial success are 
three outstanding factors—men, 
money and methods. The ability of 
the workmen must be fused with 
ample resources and proper meth- 
ods. Continental has coordinated 
these three essentials to an unusual 
degree and the result is reflected in 
its product. 


A manufacturing record showing 
a factory output of more than 
2,750,000 motors for automotive 
and industrial power needs has 
placed Continental at the top as a 
manufacturer of motors. It has re- 
sulted in a position of supremacy, 
which 26 years of continued expe- 
rience and an outstanding quality 
product have made possible. 


Those resources which embody the 
highest skilled man power, ideal 
machinery equipment and high skill 
in precision processes give Conti- 
nental advantages which have made 
it an outstanding success in the 
motor manufacturing field. 

Today the proven performance of 
all Continental motors has resulted 
in a position where the Red Seal 
Mark is the synonym of experience 
and quality in motor manufacture 
and the user’s guarantee of depend- 
able, economical service. 


CONTINENTAL MOTORS CORPORATION 
Offices: Detroit, Mich., U.S.A. Factories: Detroit and Muskegon 
The Largest Exclusive Motor Manufacturer in the World 
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Business Continues Active 


Heavy Production and Keen Competition 
Restricts Prices But Volume of Trade Is Large 





STEEL 











Situation Mixed 


present a marking-time appear- 

ance. Buying continues fairly 
steady but consumers are maintaining 
a defensive attitude in confining their 
purchasing to nearby requirements. 
The reason for this is that they have 
been using stocks which were accumu- 
lated and set aside for the purpose of 
lessening the possible aggravation at- 
tending the coal strike. It appears 
now that even though these stocks have 
been reduced close buying still con- 
tinues. On the whole, there have been 
very few changes, mill operations show- 
ing only slight curtailment as buying 
declined. Unfilled orders reveal indi- 
cations of a downward trend. 

Prices have not been strengthened 
by the present laxity, although at- 
tempts have been made to advance the 
price of sheets $2 to $6 a ton with suc- 
cess. This was to be expected consider- 

(Please turn to page 168) 
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THE TREND IN MAJOR INDUSTRIES 


STEEL—Buying is more of hand-to-mouth character than in 
previous weeks when stocks were being accumulated 
against coal strike contingencies. Hence no undue sig- 
nificance is attached to decline in unfilled orders. Price 
situation is unchanged with little prospect of advance- 
ment. Pig iron is off on lower consumer interest. 


PETROLEUM—A distinctly unfavorable statistical position 
due to heavy stocks and crude production rate which still 
mounts, results in continued weakness in both crude and 
refined prices. Consumption is gaining, but over-sup- 
plied markets must be expected for many weeks. 


METALS—Lead and zinc have apparently stabilized in price 
after recent recessions, and purchasing in these metals, 
and in copper, is in sufficient volume to maintain steadi- 
ness and no more. The combination, however, of curtailed 
production and continued low prices points to more active 
markets in coming months. 


LEATHER—Although profit margins continue narrow as 
hide prices reveal unusual seasonal strength, improve- 
ment in leather prices and also in sales of shoes and other 
products lends aid to recovery of more prosperous times 
for this industry. 


CHEMICALS—Recently formed dye cartel including Sir 
Alfred Monds and German dye interests is menace to 
American dye and chemical exports. Fertilizer prices 
continue downward trend as Southern markets are fur- 
ther restricted by flood conditions. 


RETAIL TRADE—Chain stores report increase of 26% in 
April, or a gain of 15% for first four months of 1927 over 
corresponding period of last year. Aside from this 
division of trade however, merchants, including depart- 
ment stores report unseasonable weather has somewhat 
impaired sales volume. 


RAILROADS—Reports from flood areas indicate that affected 
roads will suffer less from property damage than from 
loss of business. Car loadings for Class I roads are again 
over the million mark and earnings, while in many cases 
= oe less than a year ago, are in the main well main- 

ined. 


BUILDING—Talk of saturation is heard less frequently as 
building volume surpasses expectations. April contracts 
were only 3% below March record and 6% lower than 
April, 1926; bringing first four months within 1.5% of 
total for corresponding period of last year. 


SUMMARY—Some irregularities appear in business struc- 
ture as crest of spring upturn passes and buying recedes 
slightly in volume. Prices are stable but at low levels in 
nearly all basic materials, under pressure of heavy pro- 
duction and keen competition. 
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Substantial Profits In A 
Declining Market 


ANY stocks actually have been partici- 
pating in a real bear movement for 
several months. This important fact 


has not been apparent to the average 
person simply because he has been blinded by 
sensational advances in a few issues. 


During recent weeks only a meager per- 
centage of the more than 1100 stocks listed 
on the New York Stock Exchange have been 
able to register worthwhile gains. In fact, a 
large percentage of them declined—many 
severely. 


Yet, during this extremely uncertain period, 
Investment Research Bureau recommended the 
purchase of a number of issues which advanced 
substantially. For example: 


Points 
Advanced 


GENERAL MOTORS 

SOUTH PORTO RICO SUGAR 
NATIONAL BISCUIT 
CONTINENTAL INSURANCE 
KELLY SPRINGFIELD 
MATHIESON ALKALI 
HUDSON MOTORS 
INTERNATIONAL NICKEL 
COLORADO FUEL & IRON 
MACK TRUCKS 

FREEPORT TEXAS 
LACLEDE GAS 

GENERAL RAILWAY SIGNAL 


These stocks advanced despite a downward 
trend, or lack of any trend, in most other stocks. 
What is still more important, they do not rep- 
resent a few of our recommendations which 
luckily went up. On the contrary, a great ma- 
jority of all the recommendations we ever have 
made have subsequently shown excellent 
profits. 


The above results are typical of the service 
Investment Research Bureau is rendering 
clients at a time when it is impossible for the 
average speculator to make money, simply be- 
cause he is unable to choose, from the hundreds 
of listed stocks, those about to advance. This 


(ee 


we have been doing regularly—and that is why 
our list of subscribers has increased over IOO% 
during the past few months. 


ARE ANY STOCKS NOW 
BARGAINS? 


Since many stocks have reacted substantially from 
recent highs, are they now selling at prices which 
make them real bargains? Have certain groups, 
such as the oils, declined to levels where they should 
be bought? Or is the bear movement that has been 
going on in certain groups now likely to spread to 
other groups and precipitate a general and drastic 
decline? Will the stocks you now hold soon be 
selling much lower? 


Our current Stock Market Bulletins discuss the 
profit-possibilities in over 70 different - securities, 
many of which you may be about to purchase or 
may now be holding. Some of these stocks: 


1. Are now in a bargain zone and should be bought. 
2. Others are marking time and should be avoided. 


3. Still others have advanced substantially and should 
be sold at once. 


These Bulletins should be of great value to anyone 
interested in the Stock Market. They may prevent 
YOU from suffering severe losses and also enable 
you to secure substantial profits by taking advan- 
tage of present opportunities. For instance, these 
Bulletins analyze one stock now selling at 60 which 
should advance to 100 in order fully to discount its 
growing earning power. Simply fill out the coupon 
below and we will send you specimen copies of these 
Bulletins absolutely free. Also an interesting book 
called “MAKING MONEY IN STOCKS.” 


No charge—no obligation 


INVESTMENT RESEARCH BUREAU 
Div. 72, Auburn, New York 


Send me, absolutely free, specimen copies of your Weekly 
Stock Market Letters. Also a copy of “MAKING 
MONEY IN STOCKS.” This does not place me under 
any obligation whatsoever. 





See, 
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ARE CURRENT DIVIDEND POLICIES SAFE? 
(Continued from page 119) 











never has been stated publicly before. The directors 
and officers say that they are not to blame for the size 
or character of the capitalization. It was given them 
by the reorganization managers. They have been 
elected by the stockholders to run the property. They 
cannot allow it to stand still. They must not only 
operate it, but improve and develop it from year to 
year to meet the demands of increasing traffic, and also 
the activities of their competing neighbors. 

It is well to bear in mind in considering what might 
happen to the ’Frisco and its security holders, in the 
event of severe business depression and materially re- 
duced earnings, that $150,000,000 of its total authorized 
bonded debt consists of adjustment and income bonds, 
on neither of which interest need be paid unless earned 
—and that, moreover, only a little more than one-half 
of the authorized issue in either instance is outstand- 
ing. It need only be repeated that the aggregate 
bonded debt is large, but by no means all of it carries 
a fixed charge. 

As for the dividend policy, there are several things 
that may be said, some of which never have seen the 
light of day in public print. E. N. Brown, who is 
chairman of the board of the ’Frisco, as well as the 
Pere Marquette, believes in dividing earnings rather 
liberally with the stockholders and not in pursuing the 
ultra-conservative policy of the Atchison. This fact 
is rather generally known. 

The real news in this connection is that he and his 
associate directors have been governed considerably in 
the common dividend policy by exigencies with which 
they have been confronted. Two years or so ago sev- 
eral railroads were bidding for control of the ’Frisco. 
Mr. Brown was firmly of the belief that it would be 
better for its stockholders if the property were not 
taken over by another company. He was determined 
to maintain control for his stockholders. He had seen 
how the Van Sweringens had quietly acquired control 
of the Pere Marquette in the open market without 
knowledge on his part or that of his associates. He 
firmly resolved that such a proceeding would not be 
duplicated in the case of the ’Frisco. This is one of 
the principal reasons why the common dividend was 
jumped from 5 to 7% within about nine months. 

The advance in the dividend rate had the desired 
effect upon the market price for the shares and the 
nibbling and bidding for control of them stopped. So 
far he has had earnings in favor of his liberal dividend 
policy and he and his associates are confident that the 
results for this year will be satisfactory also. 

Interstate Commerce Commissioner Eastman asserted 
in a dissenting opinion on the application of the ’Frisco 
to issue about $15,000,000 common stock that the extra 
quarterly dividend of one-quarter of one per cent de- 
clared early in March was to facilitate the marketing 
of that stock. It is not denied, even officially, that 
this was at least in part true. It is also true that 
Mr. Brown believed that he was justified in making a 
still more liberal distribution to the shareholders, par- 
ticularly in view of the dividend at the rate of 5% a 
year on Rock Island common stock that was declared 
in February. It will be recalled that the ’Frisco owns 
over 180,000 shares of that issue. 

The situation appears to be simply this: So long 
as the ’Frisco can continue to earn about 15% on its 
common stock, without the Rock Island, and so long 
as the latter can earn 10% or more on its common, 
as it can with the present capitalization and earnings, 
even the 8% dividend on ’Frisco common is safe. 





Before leaving that property it 
may be stated that the purchase of 
Rock Island the Rock Island shares by the 
’Frisco was altogether a protective measure to keep the 
road from being bottled up by the rapidly expanding 
Missouri Pacific and the ambitious plans of L. F. Loree 
with respect to the Kansas City Southern, Missouri- 
Kansas-Texas and St. Louis-Southwestern. 

The Rock Island has been suffering for nearly a 
quarter of a century from the promoting and exploit- 
ing period through which it went after control was 
acquired from R. R. Cable and his associates by Daniel 
G. Reid, “Judge” W. H. Moore and others. Some time 
longer must elapse before it can absorb all the adverse 
effects of that period, during which there were two 
holding companies, a New York office occupying an 
entire floor at 115 Broadway, in which monogrammed 
furniture and everything that went with it were to be 
found. 

Even a novice in railroad management knows that 
such a situation could not last long. It didn’t. It 
ended in receivership, as is nearly always the case 
under such conditions. The two holding companies 
were done away with, or practically dropped out of 
sight. Properties that had been a burden were cast off. 
In June, 1917, a fresh start was made, a reorganization 
having been successfully effected without foreclosure. 

Charles Hayden, chairman of the board, said recently 
that since that time a total of more than $44,000,000 
had been expended on the property. The management 
and operation have not been all that might have been 
desired, even since reorganization. Last Spring, how- 
ever, E. N. Brown, chairman of the ’Frisco board, went 
in as chairman of the executive committee of the Rock 
Island. 

In the last 7 months of that year he brought up the 
net earnings at almost a sensational rate. This was 
done without radical changes in the official force, and 
largely by putting into effect the simplest kinds of 
economies in operation, and also by securing a greater 
degree of co-operation and aggressiveness on the part 
of both officials and employees. 

The result was net income for last year equal to 
nearly 11% on the common against less than 5% for 
the previous year. The greater part of these increased 
earnings were made in the last 7 months of the period 
—under the direction of Mr. Brown. 

In March of this year dividends on the common were 
begun at the rate of 5% per year. For this action the 
directors have been criticized. So far they have been 
supported, not only by last year’s earnings, but also by 
a surplus for the first two months of this year of 
$858,850 against a deficit last year of $205,805. 

As in the case of the ’Frisco, the continuance of the 
dividend that has been begun on Rock Island common is 
largely a matter of net earnings. So long as the pres- 
ent rate of earnings can be maintained, the dividend 
can be—and probably will be—paid. It is rumored 
that it will be increased—perhaps this year. Con- 
servative students of the property feel that the direc- 
tors should have put the company in a stronger position 
financially before starting common stock dividends—at 
any figure. It has been charged that the ’Frisco rep- 
resentatives on the Rock Island board wanted a divi- 
dend on the common because of their company’s large 
holding of that stock. This would not be unnatural 
and has not been denied officially. 

It would seem that a more conservative policy—all 
things considered—both for the ’Frisco and the Rock 
Island—and probably for the Pere Marquette—would 
have been a compromise between the one adopted and 
the ultra conservative policy of the Atchison. 

In any case, it will be found among the railroads 
as among the industrials that dividend policies range 
from the perhaps too liberal to the ultra conservative. 
The investor may take his pick. 
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$650 INTEREST in Ten Years 
ON EACH *1,000 


HE interest rate of 6/2% on current Each issue of SmitH Bonps is strongly 
offerings of SmitH Bonps gives you _ secured by a first mortgage on modern, in- 
the opportunity to get an income of $32.50 come-producing city property, and pro- 


every six months on each $1,000 you invest . 
4 Shad of $090 00 434000 win your. bond: a by safeguards that have resulted in 


You can get a proportionate return on the 
smaller denominations of $500 and $100, TIME TESTED RECORD 


or on shorter maturities from two years 


upward. For men and women who wish to “ 
invest as they save, we offer an Investment "€ explaining the safeguards that protect 


Savings Plan that pays the full rate of every investor in our First Mortgage Bonds, 
bond interest—6%%—on regular monthly the other showing you how your monthly 
payments of $10, $20, $30, $40, $50 or more. savings will grow at 612%. 


THE F. H. SmirruH Co. 


Founded 1873 





Mail the form below for our booklets— 








SMITH BUILDING, WASHINGTON, D. C. 285 MADISON AVE., NEW YORK, N. Y. 
Continental and Commercial Bank Bidg, Chicago, Ili. 
BOSTON ST. LOUIS BUFFALO MINNEAPOLIS 
10 TRE, 2 Cone ae Oa eee ee eh OS e eN er ee Dt AA eS cae, PRE eae ROE eee sale 








a ee eee a ae NK ad 


osorlocfoctertectoctoctoctecteloctectostestestetestestestestestestestestestestestestestestestestestestestestastestetestectetestestecinstnstastenctectacte st, 0% % 2 & % 





THE INVESTOR’S DICTIONARY 


This valuable volume, mentioned elsewhere in this issue, is a new and much-appreciated source of information for 
the investor. 


It is one of the books included in our Businessman-Investor’s Library —four volumes written by experts, giving 
direct, positive help in correctly solving every problem connected with personal investment and finance. 











APPLY THE PRINCIPLES GIVEN IN THESE FOUR BOOKS TO YOUR 
OWN INVESTING AND TRADING AND WATCH YOUR PROFITS GROW. 














Vol. 1: The Investor’s Dictionary Vol. 3: Cardinal Investment Principles Upon 

487 Words and Expressions Clearly Defined. Includes ar Which Profits Depend 

tive” “rlomaae = eet teatemenaet Madea es ot wate” Taking up the economic factors developed in the preceding 
“callable 5 “frst ond velaniieg.® “geet delivery ” “index aie volume, this book squarely faces the question of setting one’s 
Mee, EE oy The art of di stinguishing ennctly hatween -ee- — ——- = order. In short, making your plan and 
curities and concerning market operations, requires a clear idea peggomanss Hog cs i pr See ig de Aye — ghee 
f every item dealt with. This book sweeps away the vague A r y eee 
pcan wits ac dah ees siecle. te deere we mauy future, . this volume will bridge many spots which could other- 
points which have been feared because "they were not under- wise be covered only through . ostly experience, not to speak 
stood, and meets the needs of every investor. of the ever-present danger of disaster. 
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Vol. 2: Necessary Business Economics for Vol. 4: Principles of Security Trading for the 
Successful Investment Business Man 
Tracing movements which began long before the days of re- There is nothing about the purchase or sale of securities which 


corded history, this book sets forth the significance of such cannot be easily mastered by the average business man,—even 
fundamentals as supply and demand, under-production and over- though he is able to give the subject only incidental attention. 
production, the effect of good and bad crops, the ebb and flow The routine details are simple. But in no business must the 
of credit, and similar factors which can be turned to good ac- rules be adhered to more closely. This book describes every 
count by those who are wise enough to recognize the signs and step. It is at once a guide to the beginner and a source book 
take advantage of the trend. for the experienced operator. 100% helpful. 


These four books represent a fund of essential information 
which will be of tremendous help-to you in making profits. 
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Odd Lots 


By purchasing a diversified 
list of well seasoned secu- 
rities you improve your in- 
vestment position and in- 
crease the margin of safety. 


We give the same cour- 
teous and painstaking at- 
tention to “Odd Lots” as to 
“Full Lots.” 


Send for our new booklet 


“Odd Lot Trading” 
Please mention M. W. 290 


100 Share Lots 
Curb Securities Bought or Sold for Cash 


John Muir & (0. 


Members 
New York Stock Exchange 
New York Cotton Exchange 


Associate Members 
New York Curb Market 


50 Broadway New York 

















The May Department 
Stores Company 


CAPITAL STOCK 


Special Circular on 
Request 


GOODBODY & CO. 


Members New York and Philadelphia 
Stock Exchanges, and New York 
Curb Market 


115 Broadway 350 Madison Ave. 
New York New York 


Branch Office 
1605 Walnut Street, Philadelphia, Pa. 





New York Stock Exchange 


Pre-War 
Period 


——— 
1909-1913 
Low 


Atchison 90% 
Do. Pfd. 96 
Atlantic Coast Line 102% 
sa & Ohio... 90% 


Chi. ‘& Northwestern 
Chicago, R 

Do. 7% Pia. 

Do. 6% Pfd. 
Delaware & Hudson 
— Lack. & W 


Great Northern Pfd... 
Hudson & Manhattan .. 
Illinois Central 
Interboro Rap. Transit 
Kansas al Southern 


Do, 
Lehigh Valley 
Louisville & — 
Mo., K 


N. 
Norfolk & Western 
Northern Pacific .. 
Pennsylvania ... 
Pere Marquette ... 
Pittsburgh & W. Va 
Reading 

Do. Ist Pfd. . 

Do. 2nd Pfd. 


St. Louis Southwestern 
Seaboard Air Line 
Do. Pfd. 


Texas & Pacific 
Union Pacific 


d. B 
Western Maryland 
2nd Pfd. .. 


105% 
743 
116% 


RAILS 


War 
Period 


———, 
1914-1918 


Post-War 
Period 
———— 
1919-1926 


1927 
oF 


Last Div'd 
Sale $ Per 


High Low 5/11/27 Share 


161% 

99% 
174% 
106% 


119% 
41% 44% 
lis. 118 
79 89% 
107% 111% 
149% 165% 


OAH -Bco-30* concede -stece: : 


ation 


: pa 
* 22O@One, 


PS 


> agro rama tcocncan: 
- 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 





Div'd 


toa Fy 


ry 
ANKWOQWPLLE® 


PS 


+ RODBam: 


- 


Aas: @ 


> @nt@eare: 2s: 


Oe re ee or et Te 


he 
ber} 


Price Range of Active Stocks 


INDUSTRIALS—Continued 


Post-War 
Period 


Pre-War War 
Period Period 


SS eS 
1909-1913 1914-1918 1919-1926 
High Low High Low High Low 


Am. Tobacco . 580 *200 *256 *123 %814% 
Do. Com. B ae a ne os ar 
en = a < “—— 
405% % 12 169% 
107% 12% 111% 
54% 244% T1% 


10 = *140% 

50% 102% 

35 110 
4% 192% 
9% 


Anaconda Copper 
Associated Dry Goods ...... : 
Ist Pfd. 


2nd Pfd. 
au ‘Gulf & W. Indies.. 
Do. d. 
Atlantic Refining 
Austin Nichols 

Do, Pfd. 





Do. 7% Pfd. 
Brooklyn Edison Electric 
Brooklyn Union Gas 
Burns Brothers 
Do B 
Butte & Superior 
California Packing 
California Petroleum 
Central Leather 
Do. 
Cerro de Pasco Copper 
Chile Copper 
Chino Copper 
— a: 





Colorado Fuel & Iron... 
Columbia Gas & Elec.. 
Congoleum-Nairn ° 6% 
Consolidated Cigar a ~~ os 
Consolidated Gas *16514 *114% *150% 
Continental Can ee oe. “ART 
= Products Refining 26% 1% 60% 
Pfd, 98% 61 118% 
omeible Steel : 19% 6% 109% 
Cuba Cane Sugar ys ad 16% 
Do. Pfd, aS ce 100% 
Cuban-American Sugar 83 *273 
Cuyamel Fruit eet > ee ne 
Davison Chemical 
Dupont de Nemours 
Eastman Kodak 
Electric Storage Battery 
Endicott-Johnson 
Do. Pfd. 
Famous Players-Lasky 
Do. Pfd. 
Fisk Rubber 
Do. ist Pfd. .. 
Fleischmann Co. ... 
Foundation Co. .... 
Freeport-Texas .. 
General Asphalt . 
General Cigar .... 
General Electric . 
General Motors .... 
Do. 1% % Pfd. 
Goodrich (B. F.) Co. = 
Do. Pfd. 
Goodyear T. & R. Pfd 
Do. Prior Pfd 
Granby Consolidated 
Great Northern Ore Ctfs 
Gulf States Steel 
Hayes Wheel 
Houston Oil 
Hudson Motor Car 
Hupp Motor Car 
Inland Steel 
Inspiration Copper 
Inter, Business Mach 
Inter. Combustion Eng 
Inter, Harvester 





54% 











Do. Pfd. 
Inter, Nickel 
Inter, Paper 
Rally Springfield Tire 
Do. 8% Pfd. 
© dg Copper 
Kinney (G. B.) Co 
Lima Locomotive 
Loew's, Inc, 
Loft, Inc, se me a i 
*215% *150 *289% *144%4 *245 
os oe ‘ ars 242 
oe 46 
45 
87% 
63% 


ie os 21, 1927 


1927 Last 
Sale 

Low 5/11/27 
120 131% 

119% 130 

624%, 80% 
18% 19% 

51 56% 
45% 

423% 


63% 
64% 
116% +118% 


Div’d 
$ Per 
Share 
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Kipper, Peasopy Co. 


Founded 1865 


NEW YORK BOSTON 
17 Wall St. 115 Devonshire St. 
ne AO, 
ranc ip - 
216 Berkeley St. 


PROVIDENCE 
10 Weybosset St. 


NEW Y 
= E. 4nd St. 


5 Clinton § St. 


Government Bonds 
Investment Securities 
Foreign Exchange 
Letters of Credit 


Investment Circular 
on request 


Correspondents of 


BARING BROTHERS & CO., LTD. 


LONDON 











Fenner & Beane 


60 Beaver St. — New York 
Fenner @ Beane Bldg., New Orleans 


Members 
N. Y. Stock Exchange 
N. Y. Cotton Exchange 
N. Y. Coffee & Sugar Exchange 
New Orleans Cotton Exchange 
Chicago Board of Trade 
Louisiana Sugar & Rice Exchange 
N. Y. Produce Exchange 
New Orleans Board of Trade 
Rubber Exchange of N. Y. 


Associate Members 


Liverpool Cotton Ass’n 
N. Y. Curb Market Ass’n 


COTTON 

GRAIN COFFEE 

SUGAR RUBBER 
PROVISIONS 


STOCKS 


Bought and sold for cash or 
carried on conservative margin 





In the 
Market Letter 
this Week 


—~ -— ° 


Observations on 


Montgomery Ward & Co., Inc. 
American Radiator Company 


SENT ON REQUEST 
ASK FOR 514-4 
LISTED BONDS AND STOCKS 
bought and sold for cash, or 
carried on conservative margin. 


McClave & Co. 


MEMBERS 
New York Stock Exchange 
New York Cotton Exchange 
67 Exchange Place 
New York 


Telephone, Hanover 3542 


BRANCHES 
Hotel Ansonia, 73rd St. & B’way, N. Y. 
1451 Broadway, Cor. 4ist St., N. Y. 
New Brunswick, N. J. 


Stock and Bond 
Register 


A convenient personal outline of 
your securities can be quickly made 
in this complete pocket size record. 
It also contains tables for calculating 
bond interest and dividend paying 
stock yields. We shall be glad to 
send a copy to you on request. 


OTIS & CO. 


Established 1899 
CLEVELAND 


New York, Chicago, Detroit, Cin- 
cinnati, Columb:1s, Toledo, Akron, 
Canton, Massillon, Denver, Colorado 
Springs, Louisville, San Francisco 


Members New York and other lead- 
ing Stock Exchanges 


New York Stock Exchange 
Price Range of Active Stocks 


INDUSTRIALS—Continued 


Pre-War War Post-War 
Period Period Period 
a" —_—__ —“__ 1927 
1909-1913 1914-1918 1919-1926 —s— 7 Bale 
High Low High Low i Low 5/11/27 
*88 *65 "97% *35 
30% 18% 49% 16% 
*161 96% #139 79% 
3% 8 654% 9 
91 745, 44 
98 136 55% 
40% 8 27 9% 
*87% *81 *38% 


a: 
ee 


on 
oS: com: com 
z 


35 


+ Rds oo: wm: of: waa” 


_- 
= 


27% 
49% 
111% 
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112 = 113 


v. 8. Realty & Imp.. 
Uv. 8. Rubber 
Do. ist Pfd, 
U. 8. Smeilt., Ref. & Min 42 % 
Steel 158% 170% 


129 = s:131 
111s f115 

37 47 
144% 
183% 

61% 

22 

45% 

19% 
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ri Fe “pend + Bid price given where no sales made.  $ Not including extras. 
a Paid this year. 
































A NEW 
SITUATION 


Changing conditions may have 
unbalanced your investment 
holdings. How long since have 
they been checked up? Once 
a year is none too often. 


This is just one of the ways 
that we can be of service to 
you. Call upon our Statistical 
Department freely for informa- 
tion or advice on any matters 
relating to investment. Large 
or odd lot orders excuted with 
careful attention. 


Glad to send you a help- 
ful booklet on Trading 
Methods — no_ charge. 


Ask for MG4 


(HisHOLM & (HAPMAN 


Members New York Stock Exchange 
52 Broadway New York 
Telephone Hanover 2500 


Widener Bldg. Philadelphia 
Telephone Rittenhouse 1157 
































Analysis on 
Union Pacific 
Sent 


on 
request 








Baar, Cohen & Co. 


Members of the 
New York Stock Exchange 


Fifty Broad Street 
New York 
Telephone Whitehall 2172 





—— 

















Securities and Commodities, 
Analyzed, Rated and Men- 
tioned in this Issue. 


Petroleum 
Pan-American Petroleum & Transport 
Tidewater Oil 


Granby Consolidated Copper 
Katanga Mines 


Industrials 
Aluminum Co. of America 
Bethlehem Steel 
Central Alloy 
Central Leather 
Certain-Teed Products 
Congoleum, Nairn 
Crucible Steel 
Gulf States Steel 
Inland Steel 
International Nickel 
Neisner Bros, 
Otis Steel 
Pittsburgh Coal 
Punta Alegre Sugar 
Porto Rico American “A” 
Preferred Stock Guide 
Republic Iron & Steel 
Reo Motor Car Co 
Remington Arms Co 
U. S. Steel 
U. S. Rubber 
Victor Talking Machine Co 
Vivaudou, V. 
Youngstown Sheet & Tube 


Public Utilities 
Poe ae ae ie @. Su ce ee 
American Light & Traction 
Cities Service 
Engineers Public Service 


Railroads 
Atchison, Topeka & Santa Fe 
Atlantic Coast Line 
Baltimore & Ohio 
Canadian Pacific 
Chesapeake & Ohio 
Chicago & Northwestern 
Chicago, Rock Island & Pacific 
Delaware & Hudson 
Delaware, Lackawanna & Western 
Erie 
Great Northern, Pfd 
Illinois Central 
Kansas City Southern 
Lehigh Valley 
Missouri, Kansas & Texas 
Missouri Pacific 
N. Y. Central 


Northern Pacific 
Pennsylvania 

Pere Marquette 
Reading 

St. Louis-San Francisco 
St. Louis-Southwestern 
Southern Pacific 
Southern Railway 
Texas & Pacific 

Union Pacific 

Wabash 


American Power & Light Deb. 2016 
Argentine, 1957 

Chicago & Eastern Illinois 

Public Service of N. J. 1944 
Seaboard Air Line Refs. 1959 
Schuleo Co. “A” 1946 
Southeastern Power & Light 2025 
Sun Oil, Deb. 1939 

Standard Gas & Electric 


475 Fifth Ave. 


Investment 
Suggestions 


Preferred stocks of well 
managed Electric Light and 
Power Companies offer at- 
tractive investment oppor- 
tunities in an industry which 
has shown _ remarkable 
growth for many years. 


From approximately 87,000,- 
000 a quarter-century ago 
gross revenue of electric 
light and power companies 
have increased to a present 
annual rate of more than 
$2,000,000,000. 





Upon request we will send de- 
scriptive circulars of issues 
yielding from 6% to 7.14%. 





PYNCHON & CO. 
Members New York Stock Exchange 
111 Broadway New York 


Uptown Office: 43rd St. & Madison Ave. 
CHICAGO MILWAUKEE 
LONDON 


A Special Letter 


UNDERWOOD 
TYPEWRITER 


will be forwarded 


on request 


Ask for MW-24 


BRUNING, JACKSON & CO. 
60 Broad St. 


New York 


Branch Office 


New York 








LIVERPOOL 


State & Municipal Bonds 


‘ee: 
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F “SEATTLE” is 

only a name, a great 
experience awaits you, 
for this summer you can 
come Westward through 
the Storied Pacific & 
Northwest to a wonder- F 
ful climax in_ the 
“Charmed Land” at 
Seattle—colorful, prog- 
ressive, western metro- 
polis, gateway to Alaska, 
Hawaii and the Orient. 


Seattle and Puget Sound 
are unmatched as a vacation 
land. Read what a few 
famous persons say: 

Witiiam H. Tart: “The most 
beautiful vista of lake, sea and 
snow-capped mountains that ever 
delighted the eye of man in this 
or any other country.” 

MARSHALL JorFre, of France: 
“Seattle is the keystone of your 
western empire.” 

Irvine S. Coss: “The Pacific 
Northwest is as gorgeous a vaca- 
tion land as there is on the con- 
tinent.” 

Dr. Woops Hutcuinson: “The 
Charmed Land of the American 
continent, the most restful and 
soothing climate in the world. 

Summer is cool here— 
average July temperature 62 
degrees, 

To make your vacation 
complete take the Pactric 
Coast Empme Tour—Wash- 
ington, Oregon, California— 
the trip of a lifetime, remem- 
bered a life-time. See all the 
Pacific Coast by including 
Spokane, Seattle, Tacoma, 
Portland, Oakland, San 
Francisco, Los Angeles, San 
Diego. Ask about side trips 
to Alaska and Hawaii. 






Round trip summer excursion 
fare, Chicago to Seattle and 
pe ee $90.30; 
via ashington, Oregon, 
California, only $108.30, 


Write today for FREE 


illustrated booklet—“Seattl 
and the Charmed Land.” » 











If interested in inve:tments, send for “Seattle 
an Investment Opportunity.”” Address Reom 110 
Chamber of C ce, Seattle, Washington. 


eattle 


Metropolis of The Pacific Northwest 
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ANSWERS TO INQUIRIES 
(Continued from page 148) 











SL ATONE Ses 


extreme long pull, but cannot be con- 
sidered attractive under existing condi- 
tions. We prefer Walworth Company 
stock. 


AMERICAN LIGHT & TRACTION 


I don’t believe much in Curb stocks but have 
a few high grade ones which are not listed on 
the board. Among them is American Light & 
Traction which cost me $210 a share. I also 
have 10 shares of the preferred for which I 
paid $125 a share and of course I am not “7 
well satisfied with the latter. Would you ad- 
vise me to hold on to both of these issunes?— 
D. E. T., Pittsburgh, Pa. 

American Light & Traction earnings 
for 1926, amounting to 7.27 millions, 
or the equivalent of $18.44 a share on 
the common stock, were about on a par 
with those of the year preceding, when 
net of 7.32 millions was equal to $18.59 
a share. Recently, however, a rather 
sharp decline in income has taken 
place, first quarter reports showing 
that profits applicable to the common 
amounted to $3.81 a share, compared 
with $4.79 a share in the first quarter 
of 1926. At the end of the year the 
company was in strong financial con- 
dition, reporting only minor current 
indebtedness, while its cash holdings 
alone aggregated over 5 millions. 
American Light & Traction serves a 
number of steadily growing communi- 
ties, and is constantly broadening its 
scope of operations, which indicates 
that earnings will show gradual expan- 
sion over a period of time, but the 
existing situation as well as visible 
prospects seem well discounted market- 
wise. We believe you would be justi- 
fied in accepting your substantial profit 
on the common stock. The preferred 
is a sound investment, but its low cur- 
rent return is not offset to an appre- 
ciable extent by a favorable speculative 
element attached. We suggest switch- 
ing to Standard Gas & Electric pre- 
ferred. 





INTERNATIONAL NICKEL 


While I am grateful to you for having advised 
me not to sell my International tckel in 
November around 35, the $20 jump in the stock 
leads me to believe you may have changed your 
position now. Have you? Will you let me 
know your present opinion of this stack. It cost 
me $16 a share about three years ago.—L. A. G., 
Philadelphia, Pa. 

The recent sharp advance in the 
market valuation of International 
Nickel appears to have been due more 
to outside influences than the reflection 
of any noteworthy favorable internal 
development. The favorable aspects 
of the situation are that diamond drill- 
ing at the Frood mine indicate high- 
grade copper ore at depths below 2,000 
feet. According to a statement of the 
President, the tonnage is sufficient to 
justify the company operating this sec- 
tion of the mine as a copper deposit. 
However, owing to the depths of the 
ore, it will take between three and four 
years to bring the mine into production 
for either copper or nickel. In the 
regular conduct of its business, Inter- 

























Diversified Marketable 
Sound Convenient 





Attractive in 
Price and Yield 


DIVERSIFIED TRUSTEE 
SHARES represent own- 
ership in 24 seasoned 
and dividend-paying rail- 
roads, public utilities, in- 
dustrials and Standard 
Oils. Chatham Phenix 
National Bank and Trust 
Company, Trustee. 


Ask for Booklet No. 5 





THROCKMORTON & Co. 


100 BROADWAY NEW YORK 
Telephone Rector 1060 




















Your Mail Box 
and 
Our Offices 


Thousands of investors 
are buying bonds every 
year without ever seeing 
a bond salesman. It isa 
simple process and pre- 
ferred by many as the 
ideal investment method. 


It is described in our booklet, 
“Buying Bonds by Mail” 


which we will gladly send om request. 


Ask for AT-2450 


AC.ALLYN*° COMPANY 


INCORPORATED 
67 West Monroe Street, Chicago 


New York Philadelphia Milwaukee 
Boston San Francisco Minneapolis 
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national Nickel earned 1.4 millions net 
in the first quarter of 1927, equal to 
76 cents per share on 1,673,384 shares 
of common stock. On March 31, 1927, 
International Nickel was in sound fi- 
nancial condition, having no bank loans 
outstanding, and owning approximately 
5 millions in cash, Government securi- 
ties and money on call. The outlook 
for this line of endeavor is more con- 
structive than otherwise, but on the 
basis of results to date and with proper 
consideration given visible prospects 
for the future, International Nickel 
stock seems to be selling quite high 
enough. We believe it advisable to ac- 
cept profits. 





CENTRAL LEATHER 


I turned in my Central Leather preferred stock 
and have a certificate of deposit. The stock 
cost me 83 and I held it right down through 
the break which carried it to somewhere around 
40. While it is back above 60 I notice that 
the stock which has not been turned in is sell- 
ing around 70. What ts the reason for this 
discrepancy? Did I make a mistake to deposit 
my stock?—L. A. R., St. Louis, Mo. 

Those of the Central feather Com- 
pany’s preferred shareholders who 
elected to withhold their assent to the 
proposed reorganization plan seem to 
have fared somewhat better than their 
fellows, since the free stock is quoted 
in the open market some five or six 
points above the price of the certifi- 
cates. The discrepancy probably repre- 
sents the nuisance value of the unin- 
cumbered stock, a theoretical value 
which often assumes concrete form 
during a readjustment in the affairs of 
large corporations. Since this situation 
was not unanticipated, we are inclined 
to believe that you acted rather hastily 
in depositing your stock. The general 
situation surrounding this company has 
undergone some improvement. Earn- 
ings in the first quarter of 1927 were 
equal to $1.70 per share on the pre- 
ferred, compared with $1.60 per share 
on the same stock in the entire 1926 
year. The financial position of the 
company underwent some improvement 
last year. While net working capital 
declined 2.29 millions, this was offset 
by a gain of 2.47 millions in cash and 
money on call. During 1926 the com- 
pany retired 1.8 millions of the 6% 
bonds. The present showing of Central 
Leather is gratifying to patient share- 
holders, but it is well to bear in mind 
that from time to time this company 
has given promise of better things, but 
has invariably lapsed into indifferent 
performances. This may prove the ex- 
ception, but until the situation definite- 
ly shapes itself, we prefer to make rec- 
ommendations elsewhere. We think 
well of Anaconda Copper for income 
and profit purposes and suggest switch- 
ing to this. 


OTIS STEEL 


In the past several years you have advised me 
so excellently regarding my holdings that I am 
asking you to give me your opinion on Otis Steel. 
My stock costs me $12 a share for 50 shares 
and J recently bought 50 more at $8. Was this 
rd wise thing to do? I am willing to hold 
ped stock for an indefinite period if you really 
elieve I will come out ahead im the long run.— 

E. C., Boston, Mass. 


Net earnings of Otis Steel for the 
first quarter of 1927, amounting to 
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ing up a permanent estate. 


few months. 


more to invest. 





investment service. 











Out of a Busy Day 


RESENT day bond buyers are not all large investors by any 

means. America’s most important bond buying group today 

is composed of those possessed of more modest means whose 

unit purchases are relatively small. Here are a few such investors 

who called at a National City Office in the course of a busy day. 
A PHYSICIAN.—One of our most dependable customers. Has an 
excellent practice but is preparing for the day when he must rely 


upon the income from his accumulations to supplement his diminish- 
ing earning power. Bond buying for him is an essential step in build- 


A BUSINESS MAN.—A small manufacturer. Makes a seasonal 
commodity and requires several times as much working capital dur- 
ing his busy season as during the rest of the year. Now has several 
thousand dollars of idle money which he wishes to put to work for a 


A WIDOW.—A stranger to us. At the suggestion of one of our custo- 
mers she calls for advice on the investment of the cash proceeds of a 
life insurance policy, $20,000 in all, representing practically the only 
asset left by her late husband outside of a comfortable home. 


A SALARIED WORKER.—We can depend on seeing him regularly 
about twice a year. Owns a modest home and a few good bonds, all 
acquired by carefully planning ahead. Now has a thousand dollars 


Tuousanps of investors from all walks of life, representing 
various circumstances and various investment requirements — 
some relying wholly upon our investment judgment, others 
supplementing their own capable judgment with our own — 
all depend upon The National City Company for constructive 


The National City Company 


Head Office: 55 Watt Street, New York 
Uptown Office: 42ND StrEET AT MapIsON AVENUE 


Offices in more than 50 Cities in the United States and Canada. 
11,000 miles of private wires to serve you quickly and effectively. 
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Keep Posted 


ROOSEVELT HOTEL—PITTSBURGH, PA. 


A circular describing 7% ten-year Collateral 
Trust Sinking Fund Gold Notes, in denomi- 
nations of $500 and $1,000, carrying a bonus 
of 2 shares of capital common stock. There 
is no common stock for sale. This hotel is 
Pittsburgh's largest and newest, containing 
over 600 rooms. Additional income will be 
secured by the renting of space for shops on 
first two floors. Pittsburgh brokers predict 
this hotel will be one of their city’s out- 
standing successes, as the need of a modern 
commercial hotel of this type has long been 
recognized as a major necessity. These notes 
are being issued by a prominent Philadelphia 
house. Send for your free copy. (392) 


A SUGGESTION TO INVESTORS 
This booklet explains in detail the features 
of Odd-lot investing. If interested, the 
prominent N. Y. Stock Exchange firm issuing 
this booklet will be pleased to send you a 
complimentary copy. Ask for 278. 





MANUAL OF CHAIN STORE SECURITIES 


This manual gives data on many such com- 
panies as well as the familiar Woolworth, 
Kresge and United Cigar Store chains. To 
many investors, this information will be a 
real revelation, for comparatively few realize 
the remarkable strides that have been made 
of recent years in this field of merchandis- 
ing. Copies of the manual may be had on 
request. Ask for 398. 


BANK SsTOCKS 

have shown the investor greater profits by 
far than any other class of securities. How 
the average investor may share in these 
large profits, and still enjoy the maximum 
degree of safety for his investment, is set 
forth in a new circular on an Investment 
Trust holding exclusively the stocks of 
Banks, Trust Companies and other financial 
institutions. (No. 396.) 


THE STORY OF A GOOD MORTGAGE BOND 
This booklet explains in full the methods 
used by a conservative Florida first mort- 
gage real estate bond firm in guaranteeing 
8% on their bonds. Ask for 368. 
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EVERY DOLLAR THAT HAS BECOME DUE ON FIRST MORTGAGE 
BUILDING BONDS SOLD BY US HAS BEEN PAID TO EVERY INVESTOR 





How Men of Wealth 


Practice True Economy 


RUE economy as practiced by the man 
_ of wealth means buying the best, because 
the best is the cheapest in the long run. 


Whether you are a man of wealth or of 
moderate means, you should practice econ- 
omy in the selection of your investments. 
Select those investments which bring steady 
income and have proved safe over a long 
period of years . .. investments that are 
best in the long run. 


First Mortgage Bonds offered by American 
Bond & Mortgage Company are outstand- 
ing examples of safe investments yielding 
a good and steady income. 


Denominations — $100, $500, $1000 
Interest Rate 6% 


Write for Current List. Ask for Booklet N-325 


AMERICAN BonD & MortcGAce Co. 


Capital and Surplus over $9,000,000 


127 North Dearborn Street, Chicago 
345 Madison Avenue, New York City 


Boston 


Li ldddddddddddiiiiddn 
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$751,135, registered a decline from the 
$888,644 reported in the like period of 
1926. However, it is more than double 
the profit of the first quarter of 1925 
and five times the figure of 1924. In 
connection with its past showing it is 
interesting to note that net earnings 
were reported after the deduction of 
$546,217 for maintenance, repairs and 
renewals, absorbed in operating ex- 
penses. In the 27 months which have 
elapsed since the present regime as- 
sumed operating management, the com- 
pany has spent upwards of 5.47 mil- 
lions for maintenance, etc., all of which 
has been charged to expense. Current 
operations of Otis are understood to be 
running at a fair rate. With the re- 
juvenation of the automobile industry, 
bookings of automobile sheets have 
greatly increased and are now the 
largest of any time in four years. The 
immediate outlook seems to be for in- 
creased bookings, with a probable cor- 
responding increase in earnings. On 
this basis, the common stock at current 
price levels aeems to have interesting 
speculative possibilities. 


UNITED STATES RUBBER 


Ycu have given me some good information in 
the past, and for that reason I am asking you 
to advise me regarding my holdings in United 
States Rubber. Would you advise me to average 
down now? I paid 82 for my_ stock having 
bought it at the suggestion of a friend. Later 
I learned that your attitude towards the stock 
was not favorable but by that time the stock 
was at 75. It is now 20 points lower than that 
and I am wondering tf you have changed your 
attitude.—E. R. H., Clarksburg, W. Va. 


United States Rubber reported net 


earnings in 1926 equal to over $10 per’ 


share on the common stock, but, exam- 
ining carefully into the situation, we 
find rather unusual circumstances. The 
actual income account of the company 
recorded profit after depreciation and 
interest amounting to 7.76 millions, a 
figure made possible by the absorption 
in operating costs of a reserve of 3 
millions set up against inventories at 
the close of 1925. Further, the com- 
pany received 6 millions in dividends 
from its rubber growing subsidiary. It 
is interesting and significant to note 
that inventories of finished goods, in 


Albany 
and over 30 other cities 


Buffalo 
Detroit 


Philadelphia 
Cleveland process, raw materials and supplies 

were taken at cost, and entire surplus 
earnings of 8.53 millions were set aside 
as reserve against inventories, which 
brings the inventory of crude rubber 
to approximately market value. It is 
thus apparent that if the usual pro- 
cedure of large corporations, that of 
taking inventories at cost or market, 
whichever is lower, the earnings of 
8.53 millions before referred to would 
be non-existent. Add to this a very 
unfavorable showing in the first quar- 
ter of 1927, and we have an unsatis- 
factory situation. The shares have de- 
clined to a point which discounts the 
existing situation to some extent, but 
since material price recovery seems to 
lie a considerable distance ahead, we 
see little incentive to retain. We be- 
lieve a transfer from this stock into 
Pennsylvania Railroad would prove ad- 
vantageous. 
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Established 1904 AN OLD RESPONSIBLE HOUSE Incorporated 








Puts - Calls - Spreads 


Guaranteed by Members of the New York Stock Exchange 
May be utilized as insurance to protect margin ac- 
counts; to supplement margin; and in place of stop 
orders. 

Profit possibilities and other important features are 
described in Circular W. Sent free on request. 
Quotations furnished on all listed securities. 


S. H. WILCOX & CO. 
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WHEN duPONT WAS 
400 POINTS LOWER! 


“But, Mr. McNeel, don’t you think I ought to sell my duPont row that I have already doubled my 

money?” 

“Decidedly not! When I recommended duPont I said it was a stock which if paid for and locked 
up might be expected to be worth a great deal some day. duPc at is the sort of stock about which 
those who sell it are likely to say in after years ‘If I had only held my stock.’ 


“But don’t you think it will react and that I can buy it back cheaper?” 


“It would be no surprise at all to see a considerable technical reaction in duPont, but I do not 
believe it has discounted its possibilities. The trouble with selling a stock like duPont which has 
great ultimate possibilities is that if it is sold and even if it does react, it is seldom repurchased.” 


“Well, at what price do you advise me to sell it?” 


“Do not ever sell duPont. Even its present price will eventually look low for it. duPont is the 
sort of stock of which everyone should have a little to lock up in his box and never to sell.”’ 
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INCREASE IN BLECTRIC CONSUMERS 


A uniform increase in the number of consumers 
served is one of the surest signs of a utility com- 
pany’s sound and steady growth. Such an in- 
crease indicates that the territory is growing in 
population, that the company is successfully pursu- 
ing an aggressive sales policy, and that it has the 
good will of its consumers. 


National Electric Power Company’s subsidiaries in 
the six-year period from 1921 to 1926 added 59,092 
electric consumers to their lines, an increase of 56.5 
per cent. This is an indicator of the satisfactory 
service rendered to growing communities in ten 
states from Maine to Oklahoma. 
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GRANBY CONSOLIDATED COPPER 


I have been told that Granby Consolidated is 
likely to resume dividends very soon, which is 
surprising to me because the metal situation does 
not strike me as being at all rosy. I lost a lot 
of money on this stock about eight years ago 
but last year I bought 100 shares for 21% and 
have hopes of taking @ good profit out of the 
stock. How much higher do you think it will 
go?’—M. A. E., Worcester, Mass. 

The general belief in mining and 
financial circles is that dividend re- 
sumptions on Granby Consolidated 
shares do not lie very far ahead. Of 
course, the future trend of copper prices 
will have a direct bearing upon the 
situation. Nevertheless, earnings have 
shown a series of gratifying increases, 
with the result that it seems well sit- 
uated to adopt a liberal attitude toward 
shareholders whenever it so elects. In 
1926, Granby reported a deficit of 
$527,778, but since this was largely a 
matter of bookkeeping and net profit 
of 1.87 millions was shown after ex- 
penses, taxes and interest, it is evident 
that there are grounds for some opti- 
mism. Financial position is strong, 
cash holdings have increased from 
$233,000 to 1.8 millions during the 
course of the 1926 year. As the result 
of continued ploughing back of earn- 
ings into the property over a period of 
years, Granby has been successful in 
reducing its operating costs to an ex- 
tent where it is able to show satisfac- 
tory profits in all but periods of the 
most severe depression in the industry. 
The outlook is optimistic, and while the 
stock at current price levels probably 
discounts the existing situation to a 
considerable extent, in view of the 
prospect of early dividends, we feel you 
would be warranted in holding for the 
time being. 


VIVAUDOU 


Shertly after. the Schulte interests acquired 
control of Vivaudou, I bought 100 shares at $9 
and have held it on your advice although I had 
planned to take a profit at 25. Would you ad- 
— “4 to continue to hold it?—E. H. J., Pater- 

A good deal depends upon just how 
you view your commitment in Vivau- 
dou. If you wish to treat as a long 
pull proposition, and hold regardless of 
market developments of the next year 
or two, it would probably pay you in 
the long run to do so. However, since 
there is a probability of the shares be- 
ing available to better advantage be- 
fore they seek materially higher price 
levels, we are inclined to believe that 
you would be warranted in accepting 
your profit with the object in view of 
replacing to good advantage at a later 
date. Vivaudou made a very good 
showing last year, earning the equiva- 
lent of $3.39 per share on the common, 
against $1.31 in 1925, and a net loss of 
$442,000 in 1924. During the year, its 
financial position underwent some im- 
provement, cash and money on call ris- 
ing from $430,000 to $688,000, while 
the value of its investments increased 
from $202,000 to 1.52 millions. Con- 
sidering the nature of this enterprise 
and its prominent position in the trade, 
it is reasonable to expect that earnings 
will show gradual expansion over ® 
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period of years, but the existing situa- 
tion and visible prospects for quite 
some time to come appear to have re- 
ceived ample market recognition for the 
time being. 
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CAN BUSINESS PROSPERITY 
CONTINUE MUCH LONGER 
IF FARM SITUATION 
FAILS TO IMPROVE? 


(Continued from page 111) 








one, that the farmer’s decreasing con- 
sumption has been so far a matter of 
local and regional rather than national 
concern. 

“Formerly, when the farmers were 
all the way from 50 to 90 per cent of 
the population, curtailment of their 
buying power registered itself in urban 
business very promptly; reduction of 
their consumption of urban goods 
quickly overshadowed the benefits city 
people derived from too cheap farm 
products. Then, too, we now have a 
large number of people engaged in 
transport and distribution who collect 
their toll from handling the products 
of the farm and are little affected by 
the farmer’s plight so long as he con- 
tinues to produce.” 

“Can this double process of city pros- 
perity and agricultural adversity con- 
tinue indefinitely—can we cease to 
worry about agriculture as a factor 
in general prosperity?” 

“It can not! While the consuming 
capacity of the farmers will tend to 
decrease with their relative—and now 
absolute—decline in numbers, and the 
farm market therefore become less of a 
factor in the sum total of commerce, 
the city is still as dependent as ever 
upon the country for food and other 
essential materials. The United States 
draws most of its indispensable foods 
from its own territory. If our farmers 
do not feed us we shall not eat. 

“Agriculture cannot increase its 
labor-unit productivity rapidly enough 
to offset a loss of 600,000 farm people 
a year for an indefinite period of years. 
If this depopulation continues the time 
will come when farm prices will rise 
to a relatively high level and consumers 
will begin to fear a food shortuge. 
Having been found that there are too 
many people on the farms for the work 
required of them, they are quitting and 
moving to town. Every such im- 
migrant counts as two—he reduces 
tural production and increases city 
consumption of rural commodities. As 
the number of workers to a farm de- 
creases, and the abandoned farms 
mount up, hope grows for the remain- 
Ing.workers and farms. It’s a tragic 
Teadjustment and no one will ever 
fathom the human misery it means. 
Long continued, it might result in a 
deplorable degradation of rural popu- 
lation as well as in its numerical re- 
duction. 

“On the other hand, processes are in 


MAY 21, 1927 








Is Your Money 


Invested to Yield 7% 
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International Securities 
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A MASSACHUSETTS TRUST Offering Safe Securities of Electric Light 
and Power,Gas, and TransportationCom- 
panies operating in 20 states. 


For information about this Write for list. 
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17 years of growth behind 
Cities Service common stock 


THE 17th Annual Report of Cities Service Com- 
pany shows that in 1926 net earnings were the larg- 
est in its history. Since the first of this year 
earnings have shown still further increases. 


You can share in the success of this $660,000,000 
public service organization by investing in its 
Common stock. At the present price it gives you 
a net yield of about 814% on your money. 
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train in urban industry that are work- 
ing toward readjustment from that 
side. So far the general prosperity of 
the non-farm people has been so much 
greater than ever before that their 
capacity to consume city goods has 
seemed unlimited. 

“Now, however, productive capacity 
is overtaking it; saturation is arriving. 
Heretofore, in recent years, whenever 
manufacturers found one outlet choked 
they could find another by taking up 
some new sort of product. That can’t 
go on forever. The farmer couldn’t 
do that; his products as a whole re- 
main essentially the same; and the 
prosperous man doesn’t and cannot eat 
more than 10% more than the dis- 
tressed man, but his women folk these 
days wear even less woolen and cotton 
goods. The urban industries, up to a 
certain point, have actually increased 
per capita consumption by enlarging 
product variety. Production of agri- 
cultural goods per capita of the whole 
population has remained almost un- 
changed for fifty years, whereas such 
factory production has about doubled. 
Yet the ability to increase agricultural 
production in proportion to population 
is very large. But, alas, a little such 
increase spells disaster. 

“Now as the city market for city 
goods becomes more nearly saturated 
the manufacturer will once again look 
longingly toward the country market, 
and cut his prices. But a distressed 
agricultural region would not be able 
to increase its purchases, and the city 
would find that after all the country 
still has its uses as a potential mar- 
ket. Next, as a result of the shrink- 
age of rural population, food prices 
may become higher in the cities, and 
they will pay two ways for the rural 
decline—in contracted markets for 
their products and in scarcity of sup- 
plies of rural products.” 

“Your conclusion, then, is that the 
dependence of the United States upon 
agriculture for its prosperity is as real 
as ever?” 

“Quite as real as ever, but different. 
The rural market will never again be 
so important to the manufacturer as 
it was. Consequently, the annual ups 
and downs of agriculture need have 
but little effect on general business 
conditions, either from the point of 
view of rural consumption of urban 
goods or vice versa. Indeed, urban 
prosperity may logically proceed for 4 
number of years in the face of rural 
distress—even temporarily benefit by 
it, as we have seen. Neither one poor 
crop year nor one bad one has the 
former significance. But while the 
American people do not eat as vora- 
ciously as they did and spend a larger 
proportion of their incomes on other 
things than farm products — after all 
they must eat and be clothed. The 
cycle of rural effect upon city prosper 
ity is apparently longer and slower 
than it was, but it is still operating. 

“Do you think its influence will be in 
evidence in the near future?” _ 

“It is difficult to say when it will be 
felt but it is my opinion that every 
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You receive a cumulative divi- 
dend of 6% per annum. 


PROTECTION 


After payment of 6% per an- 
num all net earnings must be 
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your original investment be- 
fore any further distribution of 
profits. 


FUTURE PROFITS 


Thereafter you receive 50% of 
all net profits distributed. 
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The Fred F. French Investing ag —A 
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without cost or obligation to 





POSH SSRE ee eerereseeeseerseesersese® 


| PSC CHCHOHe Serer rreeerereneseesecoce 


SS ES SS SS SS SE ee See ee a ee ee eee ee AL 


166 


student of practical economics would do 
well to give serious thought to his own 
calculations on that subject. There 
was nothing in the agricultural situa- 
tion last year to check the depopula- 
tion of the country, and the outlook 
is that this year is not going to give 
the farmers as much buying capacity 
as they had last year. Rural produc- 
tion still outruns demand. Surplus 
crops and low prices are the prospect, 
speaking broadly. The exodus will 
continue, perhaps be accelerated. On 
the other hand, it is worth observing 
that in all things agricultural the 
weather is a dominant factor. A bad 
crop year would bring temporarily 
higher prices, but not necessarily in- 
creased prosperity to the producer. It 
would, however, have a retarding effect 
on industrial activity. 

“In the past it seems to have been 
a fact that agricultural prices have 
reached their peak after urban pros- 
perity has begun to subside. (See 
chart.) 

“Anybody can figure for himself the 
consequent effects in his own case, but 
my guess is that the investor in urban 
industries will ere long have occasion 
to use his wits more and rely less on 
mass prosperity than in these recent 
years. A price readjustment due pri- 
marily to bad crops would of course 
be only temporary. It will be only a 
swing of the pendulum, but it will 
demonstrate anew the dependence of 
business upon agriculture.” 





HOW TO READ A BALANCE 


SHEET 
(Continued from page 125) 





LIABILITIES 


The various classes of stocks and 
bonds entered on this side of the bal- 


’ ance sheet constitute what are known 


as the company’s “Capital Liabilities.” 
Items show the amounts outstanding 
upon which interest and dividends are 
payable; but it is generally accepted 
as good accounting practice to elimi- 
nate from both sides of the ledger all 
parent company’s securities held by 
any subsidiaries which are included in 
the consolidated statements. Securities 
held by sinking fund trustees offer an 
exception to this rule; though in such 
instances it is customary to append a 
note explaining the facts. 

Outstanding securities are ordinarily 
entered at their par value. Stock 
without par value, however, is entered 
in some instances at a fixed valuation 
per share, and in other instances is 
merged with surplus and accompanied 
by a footnote stating the number of 
shares outstanding. Under the latter 
practice, the value of accumulated sur- 
plus and the considerations for which 
stock may have been issued from time 
to time can be ascertained only by 
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searching through a_ succession of 
earlier annual reports. 

Notes payable usually means “Bank 
Loans.” Continual increase in this 
item from year to year is indicative of 
a weak financial position. Accrued 
installments are connected with prop- 
erty that is being purchased on the de- 
ferred payment plan. Dividends pay- 
able covers dividends declared, but not 
yet mailed out to stockholders. 

Reserve for dividends is an item that 
appears only in occasional instances 
where a company has seen fit, for one 
reason or another, to declare an entire 
year’s dividends in advance, payable 
out of the previous year’s surplus. 
According to our definition, a reserve 
for such dividends should technically 
be included among current liabilities; 
but analysts will note that there is 
actually no more reason why cash 
should be on hand to meet a year’s 
dividend requirements when. they are 
declared in advance than if declared 
from quarter to quarter. Practically, 
therefore, all but one quarter’s divi- 
dends may be eliminated from current 
liabilities for purposes of judging the 
company’s financial strength, or when 
computing its working capital and the 
ratio of current assets to current lia- 
bilities. 

Reserves should be listed separately 
in accordance with the corresponding 
assets which they offset. Some compa- 
nies show the gross cost of property 
on the asset side, with an offsetting 
depreciation reserve among the liabili- 
ties. The accounting procedure is then 
to charge the cost of replacements to 
this depreciation reserve, in lieu of a 
debit to property account. 

In the writer’s opinion this practice 
is preferable to the usual custom of 
reporting net value of property after 
deduction of depreciation—especially 
when the year’s allowance for deprecia- 
tion is buried in the income statement 
under the caption, “Expenses of Opera- 
tion.” It is very important for the in- 
vestor to know what is being done 
about depreciation and, where the de- 
preciation reserve is separately re- 
ported among liabilities, he can gain a 
clear conception of this subject by com- 
piling, from the company’s annual in- 
come statements, successive allowances 
for depreciation and comparing these 
with the year-to-year depreciation re- 
serve and property accounts. 

Open accounts subsidiaries is a 
rather uncommon item which indicates 
that certain subsidiaries, whose opera- 
tions are not included in the parent 
company’s consolidated statements, 
make a practice of keeping their cash 
on demand deposit with the parent 
company. 

Net tangible assets shows the real 
value behind a company’s various is- 
sues of securities. According to the 
typical balance sheet here presented, 
computations would be made as in 
Table II. 


Analysis 


When analyzing a company’s finan- 
cial statements, it is important not only 
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knowledge. I have been in this busi- 
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you were going to teach me much. 
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am known as a ‘student’ and a ‘well 
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STOCKS : BONDS GRAIN 
COFFEE : SUGAR : COCOA 
FOREIGN EXCHANGE 





Branches: Albany Schenectady Troy Syracuse Rochester Watertown 
Utica Buffalo Worcester New Haven Toledo Philadelphia Erie 
Atlantic City Detroit Austin Ft. Worth Hillsboro Houston 
Paris San Antonio Taylor Temple Kansas City Omaha Tulsa 


Correspondents in other principal cities 


New York Office . 42 Broadway 
Chicago Office, 231 So. La Salle Street 





“THE BACHE REVIEW,” published weekly, sent on application. 
Readers of the Review are invited to avail themselves of our facilities for 
information and advice on stocks and bonds, and their inquiries will receive 


our careful attention, without obligation to the correspondents. In writing, 
please mention, The Bache Review 


A Weekly Commodiy Review is also issued and will be sent on application 
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Special 
Vacation Offer 


To News Stand Readers 
Have The Magazine of Wall Street 


follow you on your summer vacation 


To keep you in close contact with the situation, we are mak- 
ing a special vacation offer of 4 issues of THE MAGAZINE 
OF WALL STREET for $1.00 to include the numbers of 
June 4, June 18, July 2 and July 16. Use the coupon. 


You cannot afford to lose touch with 
the world of investment and business. 


(Address may be changed to your regular home address by sending three weeks’ notice.) 


THE MAGAZINE OF WALL STREET, 
42 BROADWAY, NEW YORK CITY. 


I enclose $1.00. Send me the four issues beginning with June 4, mentioned in 
your special vacation offer. My address for the summer will be 


0 If you would like to have your summer subscription cover eight issues instead 
of —, © waged through to include the issue of September 10, check here and 
inclose -00. 


May 21-A. 








to gain a through comprehension of 
each item, by comparing the income 
statement with the corresponding bal- 
ance sheet, but also to compare the 
current year’s statements with those of 
preceding years. One should also com- 
pare the company’s operations and 
financial condition with those of other 
companies engaged in like or similar 
lines of activity. If possible it is better 
to obtain the company’s full annual 
report, which is usually itemized in 
more detail than second-hand abstracts, 
and frequently embodies remarks by 
the president which will assist in clear- 
ing up certain doubtful items. 





TRADE TENDENCIES 
(Continued from page 150) 














ing the low quotations which have pre- 
viously prevailed. While it is hardly 
likely that prices, under present condi- 
tions, will show any unusual firmness, 
the fact that consumption of steel is 
steady harbors the possibility of slight 
advances in certain lines. 

Awards of structural steel in April 
were large, and at the present time the 
volume is good. Steel lines which have 
been feeling adverse effects of the flood 
most have been wires and sheets. On 
the other hand, demand for track acces- 
sories from the flood-stricken area has 
been forthcoming as was to be ex- 
pected, and reconstruction work in this 
territory will naturally have the effect 
of giving producers added business. 
Automobile companies have been speci- 
fying for steel on a larger scale, al- 
though the seasonal crest of this indus- 
try’s purchasing is passed. 

Production of pig iron in April re- 
vealed a gain over March, and output 
was at record levels. For some time the 
market has been dull, but now competi- 
tion is keen. Sales have been fair, 
shippings in many cases exceeding out- 
put. Basic Valley declined from $19 to 
$18.50. 





COAL 








Markets Dull 


After six weeks of suspended opera- 
tions in union mines, soft coal markets 
reflect but little disturbance. The 
large surplus of stocks, currently esti- 
mated at 70 million tons, built up by 
operating companies, dealers and con- 
sumers alike, during the months of 
heavy production before the strike, 
coupled with large output from non- 
union fields, have held prices to steady 
levels and the market in a state of 
comparative dullness. Coal Age’s 
weighted index of spot prices is now at 
about the same level as late January, 
and while the trend is upward the ris¢ 
is very gradual, with prospects of conr- 
tinuing so for the nearby future. In- 
deed the complaint has recently been 
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voiced, with justification, that it is 
easier to mine coal than to sell it. Pro- 
duction during April averaged about 8 
millions tons a week, and while this is 
a drop from the 18 million level of the 
months immediately preceding the 
strike it compares favorably with about 
9 million a year ago. 

At present neither miners nor oper- 
ators show signs of an early truce, on 
the contrary, indications are for pro- 
tracted suspension. In this event, it is, 
of course, to be expected that coal com- 
panies operating in union fields will 
show decidedly reduced earnings, while 
the converse is true (although to a 
lesser extent), for the non-union oper- 
ators. The latter should be in a posi- 
tion to profit heavily if the strike con- 
tinues for another sixty days, at which 
time stocks may be further depleted 
and a more vigorous turn effected in 
rising soft coal prices. 





AUTOMOBILES 











Situation Improves 


While the automobile industry has 
made a somewhat belated, but none 
the less vigorous rebound, prosperity 
among its major companies shows wide 
variation. Ford and some of the other 
leaders of former years are lagging 
badly this season, while General Motors 
and a few others in the medium-priced 
field are forging ahead of even last 
year’s record sales. Competitive con- 
ditions which have been particularly in 
evidence in the automotive field for the 
past two years have become keener if 
anything, and it is not unlikely that the 
year will see a marked contraction in 
the number of producing companies, 
both by combination and elimination of 
existing units. 

April sales are reported ahead of 
March but not by the margin usually 
recorded. This, however, is explainable 
by the large volume achieved by most 
companies in the third month. Stocks 
of new cars now in dealers’ hands are 
of moderate dimensions but second- 
hand stocks are both large and slow 
moving. 

Exports of automotive products show 
again for the first quarter over 1926 
but in view of the rapidly growing 
sentiment in Europe in favor of home 
markets and against the American 
product, which is taking form in tariff 
barriers, the foreign sales outlet gives 
little promise of developing into the 
backlog which it was hoped to be. 
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The Magazine of Wall Street has compiled 
a of books on sp ion, Economics 
Business subjects published by other 
companies. All of these books have been 
ry by our Staff of experts and we heart- 
vy Tecommend them to our readers. We 
inte further correspondence about this 
' Address your inquiries care of Book 
epartme it. 


SS 
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Consolidated Gas Company 
of New York 


Analyzed in our WEEKLY Review 


Copy on request 


Securities carried on conservative margin 


PRINCE & WHITELY 


Established 1878 


New York Stock Exchange 
Cleveland Stock Exchange 


25 BROAD STREET 


Chicago Stock Exchange 


NEW YORK 


UPTOWN OFFICE: HOTEL ST. REGIS 


Chicago 


Cleveland Akron 
New Haven Hartford Meriden 


Bridgeport | Newport 














“The MAGIC 
of Skilful Investment 
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Wen a lucky in- 
dividual makes a for- 
tune overnight in 
some wild specula- 
tion, to the rest of us 
it often seems noth- 
ing less than magical, 
and we wish we knew 
the secret of the sor- 
cery which brought 
such wealth. 


What we do not realize is that there 
is just as true a magic in skilful, 
systematic investment on a well-de- 
vised plan. 


Take, for instance, the estate-building 
plan of the Federal Bond & Mort- 
gage Company. 


Federal Bond 


MICHIGAN 
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If you invest $50 a 

month for 348 months 

under this plan, you 


will actually have 
“saved” $17,400. 


But— by investment— 

you will have, at the 

end of this period, a 

capital of $50,712. 

And your income 

from this capital, in- 
vested in 642% First Mortgage Bonds, 
will be $3,296 a year. 


Let us show you how this plan can 
be adapted to your use. 


You can invest as little as $10 a 
month. Mail the coupon below. 


Federal Bond & Mortgage Co. (1917) 
Federal Bond & Mortgage Bldg., Detroit 

Please send me the booklet described 
above. 


Name 


Address 




















INANCIAL news, with the excep- 
F tion of the kind that is prepared 

with the greatest care a week or 
two in advance of publication, is neces- 
sarily gotten up in a great hurry. 
When these items go into a bi-monthly 
or monthly publication, they are no 
longer news, but as facts have the 
merit of far greater accuracy; there- 
fore, often more dependable. It is a 
very good thing to have news, but far 
better to have the facts. Napoleon, it 
is said, would ask his generals to leave 
out detailed descriptions, to suppress 
all opinions, and to give him the facts 
alone. They say, by the way, that 
Dictator Mussolini uses that plan, and 
his success in the reestablishment of 
Italy is not surprising. The facts 
conquer all. The investor loses all, or 
mostly all, by following newspaper 
©pinions, and these are, if not actually 
propaganda, at least favorably biased 
towards the bullish side, based on snap 
judgment, and often the opinion of re- 
porters; sometimes very young men in- 
deed. The newspapers, it would seem, 
keep their best and most experienced 
reporters and writers in reserve, to 
“write up” great causes or sensational 
cases. It is true that no expense is 
spared under such conditions. As for 
the public’s investments, the younger 
men are delegated to this job, partly 
because we apparently have so much 
money that the guardianship of it does 
not appear so important. 

First let us consider legitimate news- 
papers like the great dailies of New 
York and Chicago. These are great 
newspapers, in every way reliable. 
They aim to report “nothing but the 
truth” without any doubt. But their 
reporters are not forecasters, and the 
copy that is handed in from hour to 
hour on the urgent insistence of the 
financial editor or the city editor, has 
the newspapers’ objective in view: its 
appearance on time, and the demand of 
the public for news, news, and news. 
While noble exceptions are noted, finan- 
cial writers on newspapers—or rather 
their delegates, the reporters—are not 
great students of trends and market 
movements. It probably would be diffi- 
cult to make money by following the 
opinion of newspapers on price move- 
ments, while admitting their writers 
are not exactly “dubs,” and can dis- 
criminate between what is good and 
bad in stocks. The reputable news- 
papers may be thoroughly depended on 
for their reports, news of earnings, 
dividends, statements of corporations or 
their officers when given as facts. The 
reader, however, should learn to draw 
his own conclusions from the facts, and 
on. these conclusions base his own 
opinions as to the future. 

Unconsciously perhaps, a good deal 
of propaganda slips into the news in- 
nocently enough, and sometimes not so 
innocently. The reporters, some of 
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hope for the best even under trying 


Intimate Talks with Readers «msn. ™™ 


that masquerade as financial news- 


The News papers, that are nothing more than 


house-organs or tipping sheets. Unfor- 
tunately nearly every investor or trader 
gets them. They would be ridiculous but 
for the fact that new and inexperi- 
enced investors take them seriously. 
Even though these sheets, with clumsy 
hypocrisy, presume to lavish fulsome 
praise on certain good stocks, for the 
purpose of creating favorable atmo- 
sphere, these sheets coming from 
pseudo-brokers, have but one idea in 
mind: the corralling of their readers’ 
money and stocks, to be lost in alleged 
market deals, or to be exchanged for 


whom race from one “commission 
house” to another gathering informa- 
tion and opinions are ordinary human 
beings, with a news sense more highly 
developed than the majority. They 
are usually infected with the prevail- 
ing atmosphere: they cannot help it. 
Cheerful customers engender cheerful 
news-gatherers. A hasty glance at the 
changing quotation board, the news 
ticker, and bulletins and “flashes,” per- 
functory conversation with the head 


customer’s man, or one of the partners 
(if he has time), is not quality fabric worthless stocks of said “brokers” own 


out of which expert opinions on the manufacture. These sheets, although 
trend is woven. After all, there is no sometimes carrying a _ subscription 
such thing as “news” as the moment price (for effect), are not interested 
of publication is automatically a record in legitimate subscriptions: they are 
of something that has happened, and_ interested only in securing pros- 
the quotations (nine times out of ten) pects whom they can fleece at their 
have already discounted the happen- leisure. 

ing. Then again the enthusiasm or Reverting then to the legitimate 
pessimism of those who give the news __ press and the reputable financial maga- 
may influence the phrasing, so that zines: these together constitute a finan- 
here again the investor must literally cial university to every investor who 
“look out for himself” and boil every can discriminate; accepting the facts 
bit of news down to facts alone. Busi- from all and the opinions from few. 
ness leaders are necessarily optimists, Depend on the facts 80%, your con- 
or they would not stay in business. clusions 10%, and opinons worth hav- 
They always look years ahead, and ing 10%. 
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Safer and Saner Trading Methods 
| ite had the opportunity to world except perhaps U. S. Govern- 





look over several trading ac- ment bonds, but relative safety is found 
counts, many of which did not’ in the standard, active, listed common 
fare so well during the big decline, stocks of corporations not less than 
that by a strange coincidence corre- fifteen years established, paying some 
sponded with the fatal Ides of March, dividends continually during the last 
certain definite mistakes stand out five to seven years, and earning said 
universally. It seems as if, knowing dividends consistently by a margin say 
what not to do is more valuable than of from 75 to 100 per cent. Greater 
knowing what to do. There is also a assurance than this can hardly be found 
strange similarity between good invest- for trading purposes. From the in- 
ing and good trading, so that it may be vestment viewpoint, these qualifications 
taken as a fairly general rule that a are not quite sufficient. We have en- 
good investor should be a better trader phasized the desirability of trading in 
because he is trained to investigate, dividend payers, because the brokers’ 
and to be careful. charges of 6 per cent cut a wide swath 
It is agreed generally that in a bear in profits if the stocks carried “long” 
market, or a big break, good stocks go consistently fail to “carry themselves.” 
down with the bad stocks. Which is For day to day trading, it hardly mat- 
only partly true! Firstly, bad stocks ters whether long stocks pay dividends 
go down first, giving the owners of or not as the daily trader seldom 
good stocks plenty of time to think bothers to hold for dividends. But, 
about it; their depreciation (if any) where a position is maintained on the 
is on the average much smaller than average for three months or more, 
that shown in the “bad” or exploited over a period when a good stock may 
stocks. Good stocks are generally sell “ex-dividend” during the commit 
liquidated later on, because they always ment, and then “make up” the divi 
enjoy a stable market, they are held by end, a big difference is noted in the 
investors “till the last,” and are only result. 
sold by compulsion. This compulsion Conversely, the chronic short seller 
is, nine times out of ten, the necessity (if there be such) should confine his 
to put up more margin on their weak attention to stocks estimated to be ul- 
stocks that react a second and third duly exploited, promoted, and tipped, 
(or even a fourth and fifth time) till with low average earning power, 4! 
liquidated. We learn, therefore, from not paying a dividend. The “short” 
this that the safe trader will make has to deliver the dividend if he ¥ 
more in the long run by dealing only short a dividend-paying stock, but col 
in safe stocks. What are safe stocks? versely his carrying charges for inter 
There is nothing really “safe” in this (Please turn to page 181) 





















_ uae 


MAY : 











Making Profits in This Market 


Subscribers to The Investment and Business Forecast of The Magazine of Wall Street 
make money from our advices. Each week they are advised what new market commit- 
ments to make, what holdings to close out. The trading advices cover a range of from 
6 to 12 stocks at a time. The maximum number of common stocks in the Bargain Indi- 
cator is 30. Each stock is carried in the table week after week with a recommendation 
indicating whether it is still in a buying position—should be held or sold. Special wires 
are sent out when an important change impends. 

Below, we give a complete transcript of every transaction closed out between January 1 
and May 10 this year—175 points actual net profits taken in the first four months of the 
year, a record which we believe no other security advisory service has ever approached. 


CLOSED OUT SINCE JANUARY 1, 1927 


Total profits taken 184 
Total losses . 9 
Net profits 175 points 


(Trading Advices Indicated by T) 
(“half” indicates that only half of commitment has been sold) 


Recommend- Sold Recommend- Seld 
ed at at Gain-Loss ed at a 


Allis Chalmers (half sold Norfolk & Western (half sold 
105, half 103) 104 av.15 173%, half 170) 171 }gav. 11 
American Steel Foundries... 44 2 Peoples Gas Light & Coke. . 128 9 
American Sugar (half) 88 av. 3 Republic I. & S., pf 104 8 
Baltimore & Ohio 108% 2 Safety Cable 53 
Barnsdall, A 32% 4% Schulte Retail Stores, pf..... 118 2 
Bethlehem Steel 53 6 Skelly Oil (half sold 28, 
Ches. & Ohio (half sold 169, half 26) 27 av. 
half 166) 167%av. 6% St. Louis S’western 88 7 


Columbia G. & E., pf 101 5 Studebaker Corp. 53 
ieonanaaie Pag on. 22 2 St. Louis & San Fran., pf... 97 11 


Dodge Bros., A T 27 2% — “a (half sold 47, ins 


Endicott Johnson 68 1% ° 

Gulf Mobile & Nor. ....... 110% 11 —— 

Hudson & Manhattan 52% 16% (half sold 66, half 65)..T 62 65igav. 3% 
Kennecott Copper 62 10 Wabash Railway “‘A” pf. ... 71 90 19 
Loew’s Inc. 58 8 Westinghouse E-M (half) .. 69 74 av. 2% 
Montana Power 88 11 Youngstown S. & T. (half 

N. Y. Air Brake 4416 1% sold 94, half 87) 90%av. 3% 
N: ¥., Ont. & West. ...... T 24% *Allowing for 10% stock dividend. 


Gain-Loss 


av. 1 





We are helping others to make money and the present is a particu- 
larly advantageous time for you to join us. Mail your remittance 
today for $75 for a special six months’ test subscription and we will: 


‘ (a) send you The Investment and Business Forecast regular and special issues for 
six months. 


(b) analyze your present investment or trading position and tell you what to do with 
each security you own: 
(c) telegraph you at once (if you wish to take a trading position immediately) what 
stocks are in the best position to buy or sell at the time the wire is dispatched to you: 
’ (d) compile for you a special individual recommendation covering six stocks and 
advise you by personal letter when to close them out. 








SPECIAL SIX MONTHS’ TRIAL COUPON 
The Investment and INVESTMENT AND BUSINESS FORECAST 
Business Forecast is the of The Magazine of Wall Street, 42 Broadway, New York City. 


I enclose check for $75 to cover niy test subscription to The In- 


only service conducted Weekly vestment and Business Forecast for the next six months. 
by or affiliated in any Wire 


Service 


way with The Maga- endian 
zine of Wall Street. 0 Yes 


0 No 
OWire me collect upon receipt of this, what 
May 21 trading position to take, naming eight stocks. 

















MAY 21, 1927 





Payable i in ‘New York, 
San Francisco 


or Los Angeles 


Under State Supervision. 
ominations as low as $100. 

Non-fluctuating, stable, safe, 

convenient, convertible. 


Legal for Trust Funds. 
Write for full details. 


Guaranty 


BUILDING & LOAN 


Association 


6335 Hellywood Blvd. 
LOS ANGELES 


Ask us anything about Los Angelés 





Gears Move the 
World 


Established 1895 


-Of all lines of industry, few can ap- 
proach the Gear business, as being 
solidly founded on so many diversi- 
fied interests, 


In every industry where machinery is 
used, gearing is indispensible. 


In this diversity lies strength. 


“The eggs are not all in one 
basket.” 


For forty years the IXL organization 
has specialized in quality gears and 
speed reduction units of all types for 
every industry. 


If you use pore, send for our 660 
page Hand Book “Gear Problems.” 








IXOOIY JEINOS) 


GEAR § MACHINE CO. 


E-192 
FOOTE BROS. GEAR & MACHINE CO. 


227 No. Curtis St. 
CHICAGO, ILL. 


Please reserve copy of the new IXL 
Gear Book in course of preparation. 


Signed 


Address 











State and Municipal Bonds 


Suitable for Bank Investments 
Higher-Grade Municipals 


Oregon 

South Dakota 
Tennessee 
West Virginia 
Baltimore, Md. 
Bayonne, N. J. 
Buffalo, z. 
Camden, N. 
Chicago, Ill. 


nd 


Columbus, 90. 
Dallas, Texas 
Denver, Colo. 

Des Moi..es, Iowa 
Detroit, Mich. 
Grand Rapids. Mich 
Huntington, W. Va. 
Kansas City, Mo. 
Lansing, Mich. 
Lincoln, Neb. 

Los Angeles, Calif. 
Louisville, Ky. 
Milwaukee, Wis. 
Minneavolis, Minn. 
New Haven, Conn. 
Oakland, Calif 
Paterson, N. 7, 
Pawtucket, R. I. 
Portland, Me. 
Providence, R. I. 
San Antonio, Texas 
San Diego, Calif. 
San Francisco, Calif. .. 
St. Louis, Mo. 

St. Paul, Minn. 
Trenton, N. J. 











Approximate 
Rate Maturity ield 
1957 3.90% 








1941-31 3.90 
1965 
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Average Yield, 3.96. 


All of the bonds listed are legal for savings banks investments in the three states of 


New York, Connecticut and Massachusetts. 


All three have extremel 


y rigorous standards 


with reference to State and Municipal bonds, but it appears that their standards differ, 
and it has been found that the combined requirements of the three states ensure the utmost 
= ae a No town with less than 25,000 inhabitants has its bonds represented because, 


eir marketability is inferior. - This list 


will be revised constantly, on the basis 


eo, th 
of a It is felt that the yields cbtainable are as high as possible in view of the strict 
requirements. The market is static in line with the general bond market. 





CHANGES IN THE LIST OF DI- 
RECTORS OF CORPORATIONS 
SHOULD BE CLOSELY 
WATCHED AS THEY MAY AF- 
FECT SECURITY PRICES 


(Continued from page 118) 


important director, in the absence of 
an adequate explanation, may serve as 
a warning that all is not as it should 
be, and may prove to be the forerunner 
of a period of lessened prosperity for 
the company involved. These matters 
all concern themselves with the factor 
of management which is of the utmost 
importance. 

The federal laws have taken definite 
cognizance of interlockng directorates. 
In substance the subject resolves itself 
into a question of the extent to which 
a directorship in two or more corpora- 
tions may promote elimination of com- 
petition. In the case of railroads it is 
provided that no individual can hold 
the position of officer or director in 
more than one carrier except with the 


sanction of the Interstate Commerce 
Commission after that body has deter- 
mined that neither public nor private 
interests will be adversely affected 
thereby. The law likewise prohibits a 
common directorship in two or more 
industrial companies having capital and 
surplus of 1 million dollars, if such 
companies are competitors and if the 
consequent elimination of competition 
would violate any of the anti-trust 
laws. 

Interlocking idineninnn are much 
less frequent among railroads than in- 
dustrials, but in the latter group they 
have become so widespread that it may 
be assumed that the law is not being 
too rigidly interpreted so long as abuses 
deleterious to the public interest are 
not in evidence. The standard of busi- 
ness ethics has improved to so great 
an extent in the last twenty-five years 
that the same degree of government 
regulation is no longer  necessary- 
Moreover, it would appear that the 
number of large corporations now eX- 
isting far exceeds the number of execu- 
tives of high calibre, so that the aboli- 
tion of interlocking directorates would 
materially impair the present standard 
of corporate efficiency. 
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Building & Loan Associations 


Wi a 


New York City 


We will be glad to answer questions regarding the protection afforded to investors in Building 
& Loan Associations by the laws and regulations of the states in which they are located. 
Address Building & Loan Ass’n Dept., c/o The Magazine of Wall Street, 42 Broadway 








New Jersey 


New Jersey 














CERTIFICATES 
VT % FULL PAID 


Dividends Payable July 1st and 
January Ist 


Instalment and Prepaid Certificates 
Are participating and are earning 
9%. 

Under State Supervision, and re- 
quired by law to invest all funds 
in First Mortgage Notes on im- 
proved real estate. 

Located at El Paso, Texas, where 
real estate values are not inflated. 


People’s Building & Loan Association 
Authorized Capital $15,000,000 
205 No. Oregon El! Paso, Texas 

















7% and 8% Earnings 
Ask for Booklet, “Where Dollars 
Grow” 

Resources $3,000,000.00 
San Antonio Bldg. & Loan Assn. 


San Antonio, Texas 

















Oklahoma 


The Ponca City Building & Loan Co. 
Ponca City, Oklahoma 


Will be glad to send you its monthly bulletin 
and other items of educational publicity explain- 
ing methods of building and loan operation in 
Oklahoma; also, investment and savings oppor- 
tunities offered in its 644% Full Paid stock and 
%4% savings stock. 
It will pay you to 
making building and loan compan 
Send us your name and address. 





et this information before 
investments. 
se the coupon. 








Make $400 


Profit (nearty 7%} 


on a $2,000 Investment 
—in 2 years and 10 months! 


The man who has $2,000 dozing idly at a few percent. interest can 
do better—and yet retain that important element of safety which 


is indispensible. 


He can buy 12 shares of West End Building and Loan ond. glean 


a $400 profit in 34 months! 


( Assets \ 


$29,492.63 
98,259.16 








$400 represents nearly 7% interest! 
This earning is not phenomenal. But 
it assumes big proportions when com- 
bined with absolute safety. 


Write or call for interesting, informa- 
tive literature on the diversity of op- 
portunities in West End Building and 
Loan investments. 


THE WEST END 


BUILDING & LOAN ASSOCIATION 
OF NEWARK.N.d 


866-868 BROAD ST. 


NEWARK, Ni. 


Assets over $32,500,000. Under the supervision of the Depart- 
ment of Banking and Insurance of the State of New Jersey. 








Colorado 


Florida 











Invest Your Earnings At 
First Real Estate Loans % 
State Supervision 
% Tax Exempt 


Details Free 


Industrial Bldg & Loan Assn. 
26 W. Sth Street Tulsa, Okla. 
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THE MOTION PICTURE INDUSTRY 
This interesting folder on the past record 
and future prospects of the fourth largest 
industry in the United States is being dis- 
tributed by a prominent member of the New 
York Stock Exchange. If interested, send 
for your free copy (406). 


FIFTY-FOUR YEARS OF PROVEN SAFETY 


An interesting and handsomely illustrated 
booklet describing the investment principles 
which have made possible the record of 
“No Loss to Any Investor in Fifty-four 
Years’’ for owners of Smith Bonds. Ask 
for No. 326. 





7 Gouaranteed 


Fall-paid certificates. 5-year term. $50 to $10,000 
—in bond form. Interest coupons attached. Inter- 
est to $300 exempt from Federal income tax. 
Protected by the safest known type of real estate 
mortgages and by our substantial ent cap- 


perman: 
ital—plus state supervision. Write for folder “C”’. 


Silver State Bldg. & Loan Assn. 


"Member Colorado State League and United States League 
~ of Building and Loan Associations 


1648 Welton St., Denver, Colo. 


Building and Loan Associa- 
tions are Rated “Class A” by ine] 
of Wall Street. 


Florida’s Safest 


Investment 


Lakeland Building and Loan Association 
Capital $2,000,000.00 


RETURNS 8% WITH 
100% SECURITY 








Shares for sale at par, $100.00 per share, 
without bonus or commission of any kind. 
Pays 8 per cent per annum, in quarterly 
installments of 2 per cent, January first, 
April first, July first, and October first of 
each year. Owners of these shares have 
no taxes to pay, no insurance to look after 
and no titles to bother with. Money 
available any time and no notice of 
desire to withdraw is required. 


Let Us Send You Booklet 
LAKELAND BUILDING AND 
LOAN ASSOCIATION 
Box 33 MW LAKELAND, FLORIDA 
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Railroad 
Earnings 


Copy on request 


obey £Kirk 


Established 1873 


Members N. Y. Stock Exchange 


25 Broad St. New York 

















J.K. RICE, JR.& CO. 
Buy and Sell 








Home Insurance 
Franklin Insurance 
Harmonia Insurance 
Carolina Insurance 
Homestead Fire Ins. 
Bankers & Shippers Ins. 
Firemens Insurance 


Stock & Rights 


New Brunswick Fire Ins. 
Glens Falls Insurance 
Hanover Insurance 


Stock & Rights 


Fidelity & Deposit 
Alliance Insurance 


Fidelity Phenix 


J. K. Rice, Jr. & Co. 


Equitable Building 
120 Broadway 
New Yerk 


Telephone Cable 
Rector Address 
9030 “Ricenor” 

















Over-the-Counter 


IMPORTANT ISSUES 
Quotations as of Recent Date* 


Asked 


Aeolian Co., pfd. (7) 95 
Aeolian Weber 7 
Aeolian Weber, pfd. (7B) 111 
Alpha Port. Cement (8)........ 40 

> AZ, 


29% 
d. (6) 88 
Amer, Dist. Teleg. 
Conv. Pfd. (7) 
American Mfg. (6) 
Pfd. (5) 
Amer. Meter Co. (5) 
Atlas Port. Cement (2P) 
Pfd, (2.66) 
Babcock & Wilcox (7) 
Barnhart Bros. & Spindler: 
G 110 

102 
23 
11% 
145 
100 
110 
220 
110 
106 


Jos. Dixon Crucible (8P) 
Johns-Manville, Inc., 


Lehigh Port. Cement (3) 1 
Leonard, Fitzpatrick, Mueller (1.5) 
Pfd. (8) 1 
McCall Corp. (2) 
Manhattan Rubber (2.5) 
Metropolitan Chain Stores: 
1st oa (7 2 
2nd P: 


Pfa, (7) 
Phelps eotee eA n a 


Remington Arms 
Ist al 7) 
2nd P 


Pfd. (6) 
Ruberoid Co. (4) 
Safety Car H. & L. (8P) 
Savannah Sugar (6P) 
Pfd. (7 


Sheffield Farms Ptd. 
Singer Mfg, Co. in” 


*Dividend rates in dollars per share designated 
in parentheses. 

G—Guaranteed as to principal and dividend by 
Amer. Type Founders. 

P—Plus extras, 

B—Also extras on account of arrears. 





RICE changes over-the-counter 
were not very marked during the 
past fortnight except in a few 

cases. The majority of issues moved 
within a _ restricted range. Sugar 
stocks were stronger in recognition of 
improving prospects for the industry, 
other industrials were steady, while 
public utilities were in fair demand. 
Washington Railway & Electric, rec- 
ommended in these columns some 
months ago, distinguished itself by ad- 
vancing into new high ground. 


Remington Arms Company, Inc. 


Remington Arms common developed 
notable activity following release of the 
company’s annual report for 1926. Net 
profits of 2.32 million dollars were 
shown, equivalent to $2.60 a share for 
the 611,960 shares of no par common 
stock. While these profits included 
non-recurrent income of 1.95 millions, 
extent of the improvement in earning 
power may be gauged by the fact that, 
even without this item, Remington 
Arms earned a balance of $368,361 
which compares with a net loss of 1.56 
million dollars the year before. 

The 1.95 millions of non-recurrent 
income represents royalty payments re- 
ceived from National Cash Register 
Co. in amicable settlement of the litiga- 


tion between that company and Ren- 
ington Arms, whereby the latter estab- 
lished its right to several cash register 
patents developed by it and the former 
secured a general license to manufac- 
ture under these Remington Arms’ 
patents. While the royalties thus re- 
ceived from National Cash Register 
represent a lump payment in lieu of 
annual royalties, licenses were, at the 
same time, granted to other companies, 
including International Business Ma- 
chines, Remington Typewriter and Bur- 
roughs Adding Machine. 

It would appear, therefore, that a 
long step has been taken toward put- 
ting Remington Arms once more on & 
profitable earnings basis after the per!- 
od of readjustment to peace-time con- 
ditions. The cutlery and arms branches 
of the business have, in fact, shown 
good results but these had been can- 
celled by expenses involved in develop- 
ing the cash register business and diffi- 
culties arising out of the litigation re- 
ferred to. Development of a new 30- 


Bolt Action Sporting rifle and ‘“Klean- 


bore” ammunition last year add to the 
prospects for further progress which 
should be aided by extensive internal 
reorganization in operating manage 
ment and sales departments. 
Dividends on the 4.68 millions of first 
(Please turn to page 177) 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 

















VaR B&eeneedcs «~" © BBR Bas. 








STOCK MARKET AVERAGES 
AS WELL / 


D 25 RAILROADS 
B 25 INDUSTRIALS 


COMBINED AVERAGES 
OF 25 R.R.& 25 INDLS 


When you pur- 
chase the im- 
proved Mahlstedt- 
Steen type of first 
mortgage bond— 
you actually own a 
part interest in a 
building which 
safeguards your 
investment while 
your money is 
being returned. 
Thereafter you 
participate in the 


MARKET STATISTICS | gaeeogshamion 


N. Y. Times through your 


N.Y.Times Dow, Jones Avgs. .——50 Stocks ownership inter- 

40 Bonds 20Indus. 20 Rails High Low Sales || est—without fur- 
Thursday, April 28 91.12 163.53 130.28 156.96 152.53 2,618,268 ° 
Friday, April 29.. 91.18 164.64 180.84 154.74 152.62 1,855,930 ther investment. 
Saturday, April 30. 91.12 164.21 131.05 155.24 153.76 908,040 hhenaient: 
Monday, May 2.... 91.28 164.55 131.01 154.93 153.33 1,523,500 
Tuesday, May 8... 91.25 165.85 132.11 156.59 154.64 1,949,235 
Wednesday, May 4. 91.50 168.05 132.30 157.91 155.93 2,186,220 
Thursday, May 5.. 91.64 167.75 132.40 158.78 156.73 2,090,102 
Friday, May 6.... 91.78 167.85 133.08 158.89 156.92 2,066,260 
Saturday, May 7.. 91.82 167.94 133.55 159.10 157.94 958,610 
Monday, May 9.... 91.91 168.15 134.08 160.30 158.35 1,910,018 
Tuesday, May 10.. 91.88 168.25 133.76 159.73 158.19 1,634,160 
Wednesday, May 11 91.93 167.58 133.38 160.41 158.26 1,931,530 






































AVERAGE Price oF 40 Bonps 


19 —— see come) eae mee SS 





25 RAILROAD 

8 INDUSTRIALS 

4 STREET RAILWAYS 
2 PUBLIC UTILITIES 

| MUNICIPAL 





U.S.GOVERNMENT BoNnD AVERAGE 


rf +y- - --—y—- _—_—_ 





Savings Shares earn 5% and 
allow payments and withdrawals 
at any time. Money doubles in 
14 years, 


Regular Shares earn 6% and pro- 
vide a systematic savings plan. 
—Supervised by State Banking 
Department. 


TAXABLE Write for booklet “M” 


RAILROAD BUILDING 
& LOAN ASSOCIATION 
441 Lexington Ave., New York, N. Y. 


Ee 
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Unlisted 
Securities 













Inquiries Invited 









60 Broad St., New York 
Telephone Hanover 55734-5 
















J.H. HIRSHHORN & Co. 
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AUTOMATIC 
MOVIE DISPLAY 
CORPORATION 
STOCK 


* Vitalux” 












Circular MW upon request 










BOGART & RYAN 
5 Nassau St., New York 
Rector 5100 

























IMPORTANT ISSUES 


New York Curb Market 








Quotations as of May 11 


1927 Price Range 


———_ Becent 

Name and Dividend High Low Price 
Albert Pick Barth wif....... 14 12% 18% 
Aluminum Co. of Amer...... 713 68 68% 


Amer. Ci, CB) ..cccccccece 148% 115 119% 
Amer. Gas & — (1)TT.... 100% f 68% 83% 





Amer. Seating (8) .......... ar 41% 47% 
Amer. Super Power A (1.2)T. 27%, %% 
Amer. Super Power B (1.2)tf. 38 28% 35% 
ee ere. eee 20% #16 
<peeb eas swwess 83 79 
oe ee rer 18% 10% 18% 
Cities Service New (1.2)t... 58% 40% 47% 
Cities Service Pfd. (6)f..... ont 87 91% 
Consol. Gas of Balt. (2%)... 57% 50% 56% 
Consolidated Laundries (2)*. - 22% 20 20 
Cartiss Beret ...00ccccrccere 25% 19 224, 
Curtiss Aero Pfd. (7)f...... 94 84% 91% 
Durant Motorsf ............. 14% 5% 9% 
Elect, Bond & Share (1)t... 738% 66% 71% 
Electric Investorst .......... 40% 32% 38 
Ford Motor of —_ (20).. 500 393 455 
General cone & . L 68% 52% 658% 
General Baking B*........... 1% 4% 5 
Gillette Safety Razor (3)f... 95 86%, 88% 
Glen Alden Coal (10)f....... 182 159% 177 
Goodyear Tire & Rubberf.... 48% 28% 47 
rer 96% 86% 89 
Happiness Candy Store (50c) 7 6 6% 
Hecla Mining (2)f........... 15% 12% 18% 
International Utilities B..... 5% 3 4 
Land Co. of Floridat........ 36 18% 18% 
Lion Oil & Refining (2)*.... 27% 22 24%, 
Metro Chain Storestf........ 35 30 35 


Mountain Producers (2.40)¢.. 26% 22% 24% 


1927 Price Range 

—_—_, Recent 

Name and Dividend High Low Price 
New Mex. & Arizona Landf.. 13% 9% 9% 

New Jersey Zinc (8)........ 194% 179 181 
Nipissing Mining (60c)*..... 10% 5% 6% 
Northern Ohio Powerf....... 138% 9% 10% 
Pacific Steel Boiler (1)*..... 12% 10% 114% 
Puget Sound P. & L.f....... 34 33% 
Reo Motor (80c)f............ 19% 21% 
Salt k Producers (2%4)T. 32 27% 28% 


So’east Pwr. & Lt. Pfd. (4)t 78 67% 15% 
Stutz Motors® .............. 21 18% 14% 
Tidewater Associated (1.2)t. 28% 15% 17% 
Tidewater Associ. Pf. (6)f.. 95% 90 90% 
TEE. BIE and opcncdnvceccses 8% 5 bY 
Tobacco Products Exportf.... 3% 3 3% 
Tubize Artif. Silkt. 236 23 

United Electric Coal (1.10).. 33% 22% 32 
United Gas & Improvem’t (4) 107% 89 105% 





STANDARD OIL STOCKS 


Continental Oil (1)fT......... 22% 17% 18 
Humble Oil (1.2)f........... 62% 54 56% 
International Pet. (.75)...... 34% 80% 30% 
Ohio OF TAT... cxcccccsvcces 4 62 56 


ast 55% 
Standard Oil of nd. (2.5)T.. 74% 64% 67% 
Vacuum Oil (5)T............ 116% 95% 110% 





* Listed in the regular way. 
+ Admitted to unlisted Hn privileges, 
tt Application made for full listing. 








HE trend of Curb prices was 
marked by considerable irregular- 
ity during the past fortnight. 

Some general liquidation during the 
early part of the period resulted in a 
sagging price tendency, in the face of 
which, however, specialties in the in- 
dustrial section and some of the utility 
shares made new highs for the year. 
Continued buying of impressive char- 
acter was responsible for the new high 
of United Gas & Improvement to frac- 
tionally below 108. American Seating, 
another issue previously recommended 
in these colunmns, broke through its 
old high selling during the past week 
at 47%. Puget Sound Power & Light 
and United Electric Coal, both of 
which are ordinarily fairly inactive 
shares, were well bought in recent ses- 
sions and moved into new high ground 
in the face of an irregular market 
trend. The oil shares as a group were 
quiet, with the scattered liquidation in 
this section of the list being well ab- 
sorbed and price changes held to nar- 
row limits. Most of the oil stocks in 
both the Standard and the independent 
group are at or near their low range 
for the year but appear to be showing 
considerable resistance against further 
declines. 

In sympathy with the general price 
trend of the oil shares, Cities Service 
common and preferred have sold off 
during the past few weeks, the junior 
issue selling currently about ten points 
under its recent high. With, however, 
a large percentage of its gross and net 
earnings originating from public utili- 
ity operations and the substantially im- 
proved position of the company as re- 
flected in the recently announced re- 
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funding plan, the present prices appear 
to represent a favorable semi-invest- 
ment buying level. 

The refunding operations involve the 
issuance of 73 million dollars worth of 
new securities and will retire an equal 
amount of bonds of the Empire Gas 
& Fuel and subsidiaries, the company’s 
petroleum division and is another step 
in the segregation of the oil and the 
public utility properties of the parent 
company. In addition to the saving in 
interest charges through this refund- 
ing-measure the separation of utility 
and oil activities should both simplify 
and strengthen the corporate structure. 
The new securities will bear coupon 
rates of 5 and 54% and retire among 
other issues, a 34 million mortgage is- 
sue which now carries a 7% interest 
rate. 

Although Cities Service revenues 
were originally derived from its oil 
operations, in the past six years the 
larger portion of gross income has 
been obtained from the public utility 
division. Last year both gross and net 
income showed a healthy growth over 
1925 and preliminary earnings for the 
first three months indicate a continu- 
ance of steady earning power, although 
shrinkage in petroleum revenues were 
undoubtedly experienced by the oil sub- 
sidiaries and perhaps to an extent that 
is not fully reflected in the preliminary 
figures. Investors who are looking to 
the present oil situation to.bring favor- 
able investment opportunities appear to 
be interested in this combination of 4 
utility investment with an added flavor 
of possible long range price apprecia- 
tion from the future operations of the 
petroleum division. 
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OVER-THE-COUNTER DEPT. 
(Continued from page 174) 
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1% preferred stock have been paid 
continuously since issuance in 1923. An 
accumulation of 22% back dividends on 
the 5 million 8% second preferred re- 
flects the trying period through which 
the company has passed. These ar- 
rears, of course, are an obstacle to com- 
mon dividends. However, a sound 
fnancial position has been maintained 
despite the 1925 loss, ratio of current 
assets to current liabilities being better 
than 10 to 1, at the end of 1926 and 
since the common stock has receded 
somewhat from levels established as a 
result of recent activity, it would now 
appear to have good possibilities of the 
long range speculative order inasmuch 
as the company appears to have passed 
through its transition period. 











PAN AMERICAN’S DIVIDEND 
STATUS 
(Continued from page 127) 








cision concerning the contract. There 
is a chance, therefore, that Pan Ameri- 
can may have to make a cash settle- 
ment with the government. The sum 
at issue has been mentioned as in ex- 
cess of 10 million dollars, but even as- 
suming the worst probably could be 
settled for a much smaller amount. 
Perhaps it will not cost anything, but 
the matter may at some time reduce 
cash assets and become a temporary 
stock market influence. 

In the text of this analysis little has 
been said about the record of earnings, 
dividends and production shown in the 
table. This is self-explanatory, and 
supplements the analysis. The read- 
er’s attention is directed to it. The 
chart shows how erratic Pan American 
class B stock has been as a market 
factor. The trend of the common, which 
shares equally in dividends and which 
has all voting power, has been approxi- 
mately the same. The class B stock 
has been selected for the chart because 
it is the issue in which the most mar- 
ket interest centers, and because it 
represents the public’s interest in the 
company while most of the common, 
sometimes erroneously called the “class 
A,” represents the interest of the Pan 
American Eastern Corporation which 
is owned by Blair & Company, Inc., 
and Standard Oil of Indiana. 

This analysis seems to show that 
the time has not yet arrived to buy 
Pan American class B stock for a long 
pull investment even though the com- 
Pany’s property position is much 
stronger than the Street generally as- 
sumes. On bad news and price weak- 
ness, however, say between 45 and 52, 
the stock would be an attractive long 
pull speculation for the investor who 
im position to assume the legitimate 
speculative risk which purchase of this 
Particular stock always entails. 
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More than 300,000 


Men and Women 
Furnish Bell System 
Telephone Service 


HIS carefully trained army 

maintains and operates the 
facilities of the System. It makes 
possible the interchange of 
73,600,000 telephone conver- 
sations daily, utilizing physical 
properties which have a book 
valueof morethan $2,800,000,000. 


The stock of A. T. & T., parent company 

of the Beil System, can bz bought in the 

open market to secure a good return. Write 
for booklet, “‘Some Financial Facts.” 





195 Broadway 





“BELL TELEPHONE 
SECURITIES CO. ine 


D.F. Houston, President 


Messenger”’ 


NEW YORK 


“The People’s 














Keep Posted 


YOUR BUSINESS AT YOUR FINGER TIPS 
If increased efficiency in your business or- 
ganization is your aim, you will want to read 
this interesting booklet explaining how you 
can speed up the inter-department traffic 
and communications. Send for your free 
copy 408. 


FLORIDA’S SAFEST INVESTMENT 
Are you seeking a return of 8% on your 
money with 100% security? You will be in- 
terested in reading this booklet issued by 
one of the strongest building and loan as- 
sociations in Florida. Ask for 388. 


ODD LOTS 
A well known New York Stock Exchange 
firm has ready for free distribution a book- 
let which explains the many advantages 
trat trading in odd lots offers to both small 
and large investors. (225) 


WHERE DOLLARS GROW 
If you are looking for 7% and 8% profit on 
your investment, you will be interested in 
reading this remarkable booklet. Ask for 
395. 


THE BACHE REVIEW 
By reading this timely booklet but ten 
minutes a week you will be able to judge 
the market more accurately. Sent for 
months without charge. (290) 

OVER THE COUNTER 
Opportunities which constantly crop up in 
high grade over-the-counter securities are 
analyzed in a house organ issued bi-monthly 
by an unlisted securities house. Copies 
mailed on request. (373) 

PORT NEWARK 
This booklet gives a most comprehensiy 
description, not only of the Port of Newark, 
but also of the trading territory imme 
diately adacent to it. It is well wertk 
reading for the information it contains. 
Ask for your free copy 410. 
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Our main offering list 


containing securities 
yielding from 







4% to 7% 







Sent to investors 
on request 





MCDONNELL & CO. 


120 BROADWAY 
NEW YORK 
Members New York Stock Exchange 














SAN FRANCISCO 





















































. A New, 
O% | , Concept in 
WITH nvestment 

PROFIT Pr Bank of the f 
~ te: siceadinediaianen Tavestment Trust 
| Ha Ha tiescaaeee tar mr Co. 
Gvbeninet sr hy fo earn 
th enas) Ses oneal rsp 
eee MW. 








National American Securities Company 
od NEW YORK 


26 BROADWAY (meonsouare: 














“Good First Mortgage Bonds” a 


Send for this booklet 





143 Montague St., Brooklyn, N. Y. 
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FORTY-FIVE YEARS WITHOUT LOSS TO 

ANY INVESTOR 
The well-known firm of investment bankers 
who bring out this booklet have endeavored 
in the 1925 edition to present a comprehen- 
sive story of the business methods which for 
44 years have insured the safety of all their 
underwritings to the end that no investor 
has ever suffered a loss or been compelled 
to wait even a single day for the payment 


of principal and interest upon his eae 
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RRS PINE RII ooo x 5c 0 sce waicw ss cceenccicee 
i So cch  atcrdnsccsw ecb esceses 
ERREREORER PEPIN, sia ins cceescceneceasecse 
Oaterpillar Tractor, NOW............ccccccscece 
BOE TINEOPIENOD ooo ccc cee ccccecicare see 
SE I COD occ dcccccccsecsoccsoes 
PE ek cicsas eae he bbe cto ses -¥eisosie oss 
MUOEIR TOUURL, TOMBOE cack occ vccceccssccscace 
Hawaiian Pineapple 
te I 65 515 5 6 cos hep wow 6 wine 
EE HII, Is oo os cua s Sie ses sae csensuness 
Hunt Brothers Packing ‘‘A’’ 
a a a 
SE I ins caste ssc sanauccddencc se 
oe err ere reer eee 
NN nao os Neusat bee wh widens 
Schlesinger A Common....................0.008 
SSS RSE See Site ieee 
NI 0 oa by ccinseisg o's 5 oles 60 www <0 
ee ee 
EE WR POE oioiicicnaescr cc asevcvccsecs 
oo a 
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SPC eee eee Pere rer 
ee eer eee 
Yellow & Checker Cab ‘‘A”’ ................... 
Zellerbach Corporation .............cccccceseees 
t Split 2 for 1. 








San Francisco Stock and 
Bond Exchange 


HIS table is published regularly for the convenience of 
those of our subscribers and readers who are, or may be, 
interested in leading Pacific Coast securities. 


Bank and Public Utility Stocks 


-——1927—_, Last Sale 
Div. Rate High Low May 13 
Anglo & London Paris Nat. Bank............... $10.00 232 195 213 
MAMTA Y COTHOTRMOR once ck cece ccecees 2.24 116% 89% 116% 
i i MS 55 oS ce lsic sim bters aanwees-0m hes 178% 171 171% 
ge ee ee 6.00 98% 96 7 
EST TERETE Terre 18 9% 16% 
Groat Western Power Pfd............0...ccceee 7.00 104% 102% 103% 
UN OG oni onc ccc sivwccccnsevess 7.00 65 30 30 
a err Sere errr 6.00 100% 98% 100% 
Pacific Telephone & Tel, Pfd................... 6.00 114% 102 110% 


Industrials and Miscellaneous 






8.00 185 165 180 
4,00 69% 61 64 
2.00 33 21% 25% 
1.20 30 26% 27%, 
2.00 39 34 34% 
1.00 138% 12 12% 
2.00 36% 31% 81 
3.00 50 48 49% 
1.80 55% 49% 50 
1.60 32% 28% 80 
2.00 42%, 38% 36 
2.00 26% 24 24% 
2.00 38% 32 35 
3.60 48 28%, 36 
6.00 139% +65 705% 
1.00 26% 14% 20% 
1.50 23 20% 22% 
1.40 31% 26% 28% 
6.00 114% 106% 112% 
51 44 45 
6.00 108% 101% 103% 
2.00 60% 505% 55% 
1.99 56 37% 41% 
2.00 561% 39% 43% 
1.00 19 16 16 
.80 9% 8% 9 
1.50 32% 28 82 
































HOW TO OBTAIN A 6% INCOME 
(Continued from page 121) 





However, as has been constantly 
pointed out in the railroad section of 
THE MAGAZINE OF WALL STREET, physi- 
cal position, new and aggressive man- 
agement and an altered ratio of com- 
modities carried will mean much to 
this road. If the preferred stock is an 
attractive speculation in the eyes of 
railroad experts, the senior obliga- 
tions have a place in a medium-grade 
investment portfolio. The attraction 
here, though, is primarily in price 
gains, and it was for this reason that 
the bond was included. 

Of the two “industrials,” one is a 
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real estate bond and the other an oil 
obligation. The oils do not enjoy favor 
at this moment, largely because of an 
excessive production as against pre- 
vailing demand, but this is certainly 
the juncture at which to buy senior 
obligations of the sounder companies. 
Few oil companies enjoy the reputa- 
tion for sheer financial soundness that 
the Sun Oil enjoys. The bonds are ex- 
tremely attractive. Schulco “A” 6%, 
a real estate obligation, are hampered 
by a low call price, coupled with 4 
high coupon rate, and the fact that 
they are “unseasoned.” The gual- 
antor company, Schulte Retail Stores, 
is one of the most aggressive, rapidly 
expanding merchandise systems in the 
country. At no time in its rapid de- 
velopment has it sacrificed soundness 
to development. The Schulco “A” bonds 
ought to show a definite uptrend when 
their merits are discovered. 
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MISSOURI PACIFIC 
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LOGAN & BRYAN 


BROKERS 


STOCKS, BONDS, COTTON, GRAIN, COFFEE, SUG 
RUBBER, COTTON SEED OIL & PROVISIONS 


MEMBERS: ° 
Boston Stock Exchange 
Minneapolis Chamber of Commerce 
Winnipeg Grain Exchange 
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Since the general railroad consolida- 
tion program has been under way, 
more definite progress can be reported 
by Missouri Pacific in building up a 
great system of its own than by any 
other of the pivotal roads. Control of 
affiliated lines is now exercised through 
stock ownership, and their generally 
improved position may be expected to 
provide a source of additional income 
at no great distant date. Foremost 
among these stock holdings, as far as 
potential revenue producers are con- 
cerned, is Texas & Pacific common 
which is commonly believed to be on 
the verge of dividends. 

The presumption is that liquidation 
of Missouri Pacific arrears in pre- 
ferred dividends will take the form of 
additional preferred and common 
stock, thus eliminating the necessity 
for any material cash outlays. There 
will then be no further encumbrances 
to a gradual increase in the equities 
behind the common, now around 54. 


New York Stock Exchange 
New York Cotton Exchange 
New York Produce Exchange 
New York Coffee & Sugar Exchange Salt Lake City Stock Exchange 
New York Rubber Exchange Los Angeles Stock Exchange 
New York Curb Market Montreal Board of Trade 
Chicago Board of Trade Pittsburgh Stock Exchange 
Chicago Stock Exchange Duluth Board of Trade 
San Francisco Stock and Bond Exchange 


PARTNERS: 
J, J. Bagley 
E. Vail Stebbins 
B. L. Taylor, Jr. 
Harry L. Reno 


Parker M. Paine 
William F, Kane 
R. C. Jenkins 


Benj. B. Bryan 
Louis V. Sterling 
James T. Bryan 
Benj. B. Bryan, Jr. 


Private Wires Atlantic to Pacific connecting with important 
intermediate points in the United States and Canada 


42 Broadway, New York 


Board of Trade, Chicago 


BRANCHES: 


SAN FRANCISCO LOS ANGELES 
Financial Center Bldg. 636 So. Spring St. 
Crocker Bldg. Biltmore Hotel 


SANTA BARBARA HOLLYWOOD 
PASADENA SPOKANE 
LONG BEACH BUTTE 

SAN DIEGO BILLINGS 
CORONADO OMAHA 


CHICAGO 
Congress Hotel 


SEATTLE 
Dexter-Horton Bldg. 
Olympic Hotel 
DULUTH HOT SPRINGS, VA. 
“ NNEAPOLIS WINNIPEG 

GRAND RAPIDS 
FRENCH LICK 
OIL CITY 











BETHLEHEM STEEL 
(Continued from page 128) 








three years alone for plant additions 
and while it would appear that further 
substantial outlays will be required 
this year, Bethlehem is evidently ciose 
to the end of its rehabilitation program. 
Earnings in 1926 began to suggest the 
benefits that should ultimately be de- 
rived from the long period of patient 
upbuilding, the balance of $7.48 a share 
for the common stock being a gain of 
$2.18 a share over 1925. In the first 
quarter of the current year, the com- 
pany reported net profits of $2.18 a 
share compared with $2.32 in the corre- 
sponding quarter a year ago. 


Resumption of common stock divi- 
dends, accordingly, is an increasing 
Possibility. Doubtless developments in 
the steel industry will play an impor- 
tant part in deciding the time of such 
restoration but, in any event, Bethle- 
hem Steel’s speculative possibilities are 
becoming brighter as time passes. If 
obtainable at levels in the lower forties, 
9 shares should prove quite attrac- 
ive, 





The Magazine of Wall Street has compiled 
@ list of books on speculation, Economics 
and Business subjects published by other 
companies. All of these books have been 
read by our Staff of experts and we heart- 
ily recommend them to our readers. We 
invite further correspondence about this 
list. Address your inquiries care of Book 
Department. 
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Keep Posted 


CONSISTENT INVESTMENT SUCCESS 
The sound investment principles followed by 
the Brookmire Service and the adaptability 
of these principles to the requirements of 
every investor, large or small, is described 
briefly in this interesting booklet. Send 
for your free copy 413. 


THE INSURED INVESTMENT TRUST 
offers you a guaranteed income of 6% in- 
sured by one of the largest insurance com- 
panies. Send for your free copy of this 
interesting booklet issued by the National 
American Securities Company. Ask for 411. 


LEADING NEW YORK BANE STOCKS 
Due to excellent records over a long period 
of years, the stocks of New York City banks 
are rated among the best in the investment 
field. Send for your free copy of this in- 
teresting folder 412. 


BOND RECORD 
A convenient record book for listing bond 
holdings, interest payments, profits, etc. 
Title heading of book, ‘‘My Investments.”’ 
A limited number is being distributed gratis 
by a leading Bond House. (285 


LET YOUR MONEY EARN 6% 
If you are a small investor, you cannot 
afford to risk your money in speculation. 
Place it in shares of one of the safest 
building and loan associations. Send for 
their booklet No. 293. 


THE PARTIAL PAYMENT 
method of purchasing good securities in odd 
lots and full lots on convenient terms is 
explained in a free booklet issued by an 
old established New York Stock Exchange 
House. (224) 


INTERESTING FACTS 


about the development of one of the largest 
public utility systems in the United States 
will be found in this interesting free book- 
let. Ask for 380. 


PUBLIC UTILITY SECURITIES AS INVEST- 
MENTS 


Send for your free copy of this booklet ex- 
plaining the increasing popularity of this 
type of investment. Ask for 321. 


COTTON 


Are you interested in the activities of the . 
Cotton industry? If so, you will be inter- 
ested in reading the Cotton Review issued 
by a member of the New York Stock Bx- 
change and the New York Cotton Exchange. 
Ask for 390. 


INDUSTRIAL OAKLAND? 


This booklet will give you a survey of the 
exceptional opportunities, advantages and 
attractions that are offered Industrial and 
Commercial Enterprises in the most rapidly 
growing Industrial center in the Western 
Americas. Send for 382. 


HOW MUCH SHOULD I SAVE? 


This 16-page booklet, issued by the oldest 
and most reliable Trust Company in Boston, 
will give you a definite program for system- 
atic saving. Wither Plan One or Plan Two 
if followed will assure you of financial inde- 
pendence. Send for your complimentary 
copy. (391) 


PROFIT SHARING PLAN UNDER THE 
— METHOD OF FINANO- 


A plan of interest for investors combining 
safety of principal, assured regular income, 
return of principal, a continuing share in 
the profits. Ask for circular 861, 


8 SAFETY FEATURES OF LEVERICH FIRST 
MORTGAGE REAL ESTATE BOND CERTIFI- 
CATE ISSUES 


This interesting 12-page booklet explains the 
reasons why so many investors are turning 
to Leverich first mortgage real estate bonds 
for safety. Send for your free copy (871). 


HOW MUCH SHOULD I SAVE? 

This 16-page booklet, issued by the oldest 
and most reliable Trust Company in Boston, 
will give you a definite program for system- 
atic saving. Either Plan One or Plan Two 
if followed will assure you of financial inde- 
pendence. Send for your complimentary 
copy. (391) 


6% PLUS SAFETY 


Building and Loan Associations now occupy 
a prominent place in the investment field. 
If interested in the stability and growth of 
this form of investment, send for your free 
copy of this interesting folder issued by the 
National Savings & Loan Association of 
Wichita, Kansas. Ask for 409. 
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Half the World 
Rolls on 


Stewart-Warner 
Products 


Stewart-Warner produces over 
100 Million casters annually 
ranging from one-inch wheel 
casters for babies’ cribs to the 
18-inch wheel size for large 
industrial trucks. 


The complete line embraces 
over 10,000 different types, 
sizes and finishes. Stewart- 
Warner supplies 70% of all 
casters used in this country, 
and probably half of the entire 
world’s production. 


Stewart-Warner Products 
reach every home in the United 
States. 


SPEEDOMETER 
Corporation 


Leading Factor in 
Six Important Branches of Industry 
World Leader in Four Lines 


EXECUTIVE OFFICES 
CHICAGO 





or Booklet 1 
No Obligation 
A Copy on Request 


DUNHAM @CO. 
Hanover Sq., New York, N.Y. 
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Important Corporation Meetings 
Date of 
Company Specification Meeting 


Hayes Wheel 5-23 
Sears, Roebuck & Co i 5-23 
Union Oil of Cal..........- ..-Directors 5-23 
American Ice ................-Directors 6-24 
Anaconda Copper ..........+-+ Directors 6-24 
Brooklyn Edison ............+-. Directors 5-24 
Chile Copper a0 6-24 
Colorado Fuel & Tron.. . Di 5-24 
“a 5-24 
5-24 
5-24 
5-24 
5-25 
5-25 
5-25 
5-25 
5-25 
International Silver i 5-25 
Martin-Parry 5-25 
Mathieson v Alkali Works 
Pfd, & Com. Divs. 5-25 
. Divs. 5-25 
i 5-25 
5-25 
American Safety Razor ivi 5-25 
Baldwin Locomotive Works 
Pfd. & oe. sete 5-26 
Barnsdall Corp. ..... 5-26 
Brooklyn Union Gas.. 5-26 
Bush Terminal D 
Delaware, Lack. & West. RR..Managers 
Fisk Rubber Directors 
Gen. Ry. Signal......Pfd. & Com. Divs. 
Household Products............ Directors 


Standard Oil of N. ¥ An 
Vivaudou, V.........Pfd. & Com. Divs. 
Wabash Ry. Directors 
Corn Products 

Illinois Central 


American Ry, Express 
American Water Works 
Certain-teed Products 
Lehigh Valley RB. Dividend 
Lorillard, P. ..... ...Pfd. & Com. Divs. 
Mid-Cont. Petroleum Annual 
Pere Marquette Ry...Pfd. & Com. Divs. 
St. Louis-San Francisco Ry....Com. Div. 
Westinghouse Elec. & Mfg. 
Pfd. & Com. Divs. 

American Brown Boveri Elec.. - Directors 
Columbia Gas & Elec 
Eastman — 
Magma Coppe:! 
May Dept. ae 
Reynolds (R. J.) Tobacco. 

Com, & Com. B Divs. 
United Gas Improvement Directors 
U. 8. Rubber Directors 





Important Dividend Announcements 


Note—To obtain a dividend directly 
from the company the stockholder must 
have his stock transferred to his name 
before the date of the closing of the 
company’s books. 

Ann’l Amount 
Rate Declared 


$3 Amer. Metal om....$0.75 
7% Amer. Metal pf.....1%% 
$2 Brown Shoe cm......$0.50 
$4 California Pack. - -$1.00 
10% Canadian Pac. Ry...2%% 
Chi ell. Cab. .$0. 


Stock Pay- 
Record able 
5-20 6-1 
6-21 6-1 
6-1 
6-15 


$9 Delaware & Hudson. Ss. 4 
8% Diamond Match ......2% 
$6 Homestake Mining ..$0. 20 

$2 Int’l Comb. Eng... ..$0.50 
$1% Louis. G, & E. A..$0.48% 
1% Louis. G. & E. B 43 


Sb avhebadibvies 


zoe leeoee 


U. 8. Cast Ir. P. pf..$1.75 
$2 Vacuum Oil .... 
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Keep Posted 


The books, booklets, circulars and speciai 
letters listed below have been prepared with 
the utmost care by investment houses of the 
highest standard. They will be sent free on 
request, direct from the issuing house. Ask 
for them by number. 

We urge our readers to take full advantage 
of ‘this service. Address, Keep Posted De 
partment, Magazine of Wall Street, 42 Broad- 
way, New York City. 





WHY WE CHOSE ATLANTA 
See what Atlanta can mean to your busi- 


ness. Send for this free booklet giving the } 


experience of more than 600 concerns now 
in Atlanta. (363) 


SCOPE AND SERVICE 
This new booklet gives a descriptive and 
historical sketch of one of the largest pub- 
lic utility companies in the country now 
responsible for public service in more than 
1,000 communities, Ask for 362. 


6% AND SAFETY LIST 
For over fifty years we have been assisting 
investors in the selection of sound securities 
and our information department has recently 
compiled this list which we will send you 
free. Ask for 313. 


FOR INCOME AND FOR PROFIT 


A booklet that should interest you. Ask 
for 364. 


INVESTMENT FEATURES OF CO- 

OPERATIVE APARTMENT OWNERSHIP 

AT JACKSON HEIGHTS 
A valuable booklet prepared by the Queens- 
boro Corp., which shows the moderate cost 
and advantages to be derived from owning 
your own home in a_ beautiful section a 
short distance from New York City. Ask 
for 336. 


SEATTLE—AN INDUSTRIAL COMMERCIAL 
AND INVESTMENT OPPORTUNITY 5 


If you are contemplating establishing a 
branch on the Pacific Coast, you should look 
into the advantages to be derived from lo- 
eating in Seattle—the largest city in the 
Pacific Northwest and nearest city to the 
Orient. Ask for 400 


MAKING PROFITS IN SECURITIES 


A valuable 40-page booklet, pointing out 
sound methods to use, also pitfalls to avoid, 
in buying and selling stocks for profit. Ask 
for your free copy, No. 377 


THE PRUDENCE PARTIAL PAYMENT 
PLAN 


An interesting booklet describing how guar- 
anteed first mortgage Prudence Bonds may 
be purchased in small installments. Special 
features of the booklet are the chart which 
shows how money grows and the fact that 
the partial payments draw 514% interest. 
(316). 


THE REAL ESTATE INVESTMENT OF 
THE FUTURE 


Mr. Fred F. French, one of the country’s 
foremost real estate authohities, has ex- 
plained the operation of the French Plan ia 
the above mentioned book. Send for your 
free copy (848). 


AN INVESTOR CATECHISM 


An interesting booklet which describes with- 
out bias the weak and strong points of 
various types of investment, including 
stocks and bonds. All investors should have 
this booklet; it is given away free by one 
of the oldest and most conservative bond 
houses in the country. Send for your copy. 


“RULES FOR SAFE INVESTMENT” 


Knowledge gained over a long period of 
years makes it possible to determine whether 
a given spot in a city will have a growth 
in property value which will be steadily in- 
creasing. This is only one of the important 
factors of safety of Real Estate Bonds 
ae explained in this booklet. Ask 
‘or a 


A NEW AND IMPROVED FORM OF 

GUARANTEED FIRST MORTGAGE BONDS 
This booklet describes the eight new fea- 
tures which make the 6% First National 
Bonds an outstanding improvement in the 
real estate bond field. Ask for No. 394. 





When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 

















INTIMATE TALKS WITH 
READERS 


(Continued from page 170) 








est are either nil or directly in his 
favor. By this we mean, a “short” 
should actually get interest on the 
money he advances, depending on the 
loaning situation of the stock that he is 
“short.” A big enough trader who 
habitually goes short, should take this 
smatter up with his broker. The writer 
rather questions the good taste of a 
‘small trader bothering his broker about 
a minor sum in interest on the “short 


ide,” since the bookkeeping and me- : T h B ~ 
Ceastien work involved is scant recom- os e S t 
pense for allowing the small man to go ° 
‘short at all. | H h C l pai 
° The rule about dealing in good stocks 1 g a S S f 
does not apply to the trader inclined . 
Apartment 

eS 
Value in 


+4 


CORTES AGM2E 


however, that in suggesting short sales 
of non-meritorious issues only, even 
more protection may be needed than 
‘would be the case if he were short the 
so-called good stocks. The latter have 
well-defined markets, with investors 
always ready to sell, and take profits; 
so that a big run-up induces plenty of 
investment selling of good stocks. A 
weak stock, after many successive 
breaks, may reach a situation called by 
pool-managers, a “baled out” position, 
and the floating supply may be scant, i 
and manipulation upward very easy. I=} In this new fire- 


Subscribers may recall, for example, 
the run-up in American Sumatra proof elevator de- 


Tobacco sometime ago, _ certainly =| tached apartment i 
“against the shorts.” Temporary pools | b ‘Idi 

are sometimes formed in weak issues =| u1lain TOM 

that formerly sold much higher, for =| g fi oe yrs | 
sole purpose of marking them up 20 to ; 

30 points. Their low price demands =| $225.00 per month —_ — oe 
less capital for the operation, and their =| al Plan 
known weak statistical position often a 


+ “cc ” i . ° . - 
ag Proocyeed fone: - a | Restrictions which protect you as well as your invest- 
erasing the deat oes ‘uk. il] the ment, outdoor sports, such as tennis and golf, public 

: and private schools and supervised playgrounds are 


time comes when the pool is ready to : . 
“ran in” all concerned, and take its all available at Jackson Heights. 


profits. 

The short-seller, looking at a likely 
subject for a short sale (a poor stock 
not paying a dividend), should, in 
advance of his order to sell short, get 
an accurate report on the corporation, 
its latest earnings, trade outlook, and 
find out the number of shares outstand- 
ing. Was it well distributed during 
the last boom? The volume of sales 
daily during its bullish period may 
help to decide the last question. Then, 
if all points are satisfactory to the 
short, he may proceed, taking the 
usual cautionary measures. 


CRUE 


eApartments of 


6 and 7 rooms 


TEUPERROGAEGISGR? EEE 
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Other Garden Apartments of 3, 4, 5, 
6 and 7 rooms, are available at rentals 
ranging from $90 to $225 a month. 


New Exhibition Room for exhibit 
of Garden Apartments and Homes in 


Jackson Heights at 14 E. 41st Street 
Telephone Lesington 2530 (Ground Floor) 


THE QUEENSBORO CORPORATION 
Take 5th Avenue Bus to JACKSON HEIGHTS OFFICE 
25th Street and Polk Avenue Havemeyer 2360 


KEEP 
POSTED BROADWAY B. M. T. or INTERBORO SUBWAY 


it) 
’ = . . 
INVESTING FOR SAFETY”— a3 Office open daily until 8:30 P.M. 
= ro ig! Poblication of S. W. Strauss & f, 
7 ve. . —— - ) 
scribes in detail the po AB yg Ben oT rreadtdSENUUOTUADUANEVENVANUTAULISUTTUUATATNIUTAITINTOLETITED ES 5 
this organization in underwriting first mort- ‘ 
ce real estate bond issues. Send for your 
Tee copy 217. 
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Dividends 


UNITED STATES REALTY 
AND IMPROVEMENT CO. 
111 BROADWAY, NEW YORK CITY. 


The directors of this company today de- 
clared a dividend of one dollar ($1.00) on 
each share of its stock without nominal 
or par value issued and outstanding, pay- 
able on June 15, 1927, to holders of record 
of such stock at the close of business on 
May 25, 1927. 

For the purpose of such dividend, holders 
of record at the close of business on May 
25, 1927, of certificates for shares of com- 
mon stock of the par value of one hundred 
dollars, which will not have been exch 
for certificates of stock without nominal or 
par value; will be deemed the holders of 
record of $14 shares of stock without nomi- 
nal or par value for each share of com- 
mon stock of the par value of one hundred 
dollars held on said date, as if such ex- 
change had been made, and will be entitled 
to said dividend, 

The proper officers of the company are 
authorized to withhold payments of afore- 
said dividend in so far as said dividend is 
declared in respect of any outstanding one 
hundred dollars par value common stock 
certificates until such one hundred dollars 
ned value common stock certificates shall 

ave been surrendered in exchange for cer- 
tificates of stock without nominal or par 


value. 
Dated, New York, May 12, 1927. 
ALBERT E. HADLOCE, 
Treasurer. 











Remington Typewriter Company 
First and Second Preferred Dividend No. 84 
New Yorn, May 10, 1927. 


The Board of Directors has this day de- 
clared a quarterly dividend of 14% ($1.75) 
per share on the First Preferred stock of 
this Company, payable July 1, 1927, to 
stockholders of record, June 15th, 1927. 

The Board of Directors also declared a 
quarterly dividend of 2% ($2.00) per share 
on the Second Preferred stock payable July 
Ist, 1927, to stockholders of record June 
15th, 1927. 


Common Dividend No. 15 
A quarterly dividend of $1.25 per share, 
— e qi 1, 1927, to stockholders of rec- 
June 15, 1927, was also declared by the 
Board of Directors. 


HAROLD E. SMITH, 
Secretary. 








Reid Ice Cream Corporation 


The regular quarterly dividend of $1.75 
per share upon the Preferred Stock of 
the Reid Ice Cream Corporation, issued 
and outstanding has been declared ‘pay- 
able June 1, 1927, to stockholders of record 
at the close of business May , 1927. 
Dividend checks will be forwarded by the 
Chemical National Bank of New York. 


WILLIAM J. WELLER, 
Treasurer. 





Tennessee Copper & Chemical Corporation 
1 Broadway, New York 
May 10, 1927. 
The Board oy Directors of the Tennessee 
Copper & Chemical Corporation has this 
day declared a quarterly dividend of twelve 
and one-half (12%c) per share on the 
issued and outstanding capital stock of the 
company, payable June 15, 1927, to stock- 
holders of record at the close of business on 
May 31, 1927. The transfer books of the 
company will not close. 
E. H. WESTLAKE, Treasurer. 





International 
Combustion Engineering Corporation 
Dividend No. 26 
A dividend of fifty cents per share has been 

lared on the capital stock of this Corporation 
payable May 3ist, 1927, to the stockholders of 
record at the close of business on May 20th, 1927. 
George H. Hansel, Treasurer 


New York, May 2, 1927. 


Answers to Questions 


on Page 121 


The condition under which the entire float- 
ing supply of a given security or commodity 
is lodged in a single individual or group. 
There have been numerous famous corners in 
the history of Wall Street, usually disastrous 
to the speculator. 


The buying in of securities to liquidate a 
short account. Thus, if an individual be 
“short” 100 shares of Steel, the purchase by 
him of 100 shares will constitute “covering” 
his account. 3 


An artificial person, created by the state, 
for specific business purposes and the liabili- 
ties of which are fixed. Usually formed by 
a group of persons and ordinarily for the 
conduct of business. Can act like a person 
in commerce. Ownership is divided into 
shares, certificates of which are issued to 
stockholders. 4 


The decline in the value of a corporation's 
assets due to wear and tear. 


5. 

The exhaustion of natural resources through 
the operation of a corporaton engaged in the 
production of such resources. A “depletion” 
charge is always provided for by well-man- 
aged corporations of this type, to offset the 
diminution of their assets. Thus, a copper 
mining company reduces its assets by a 
proportionate amount with every ton of ore 
that it mines; the same is true of all other 
types of mining companies, oil producing 
companies, etc.; and unless some provision 
is made against this gradual exhaustion, the 
corporation will eventually reach a _ stage 
where its actual assets are far less true than 
its liabilities. P 

This term is used most generally in finance 
to indicate the margin, over and above prior 
obligations, to which a security-holder of a 
company is entitled. Thus, if a certain value 
is assumed for the properties, good will, etc., 
of a given corporation, and if allowance be 
made for all current obligations, funded debt 
and preferred stocks, the remaining sum will 
be considered the “equity” of the junior 
shareholders. The term is also often used 
with reference to the income of a corporation, 
and refers to that portion of the income which 
is left over after all operating expenses, fixed 
charges and preferred dividend requirements 
have been deducted from same. 


vs 

“Not entitled to the dividend.” Following 
the decision of directors of a corporation to 
pay a stipulated dividend, a date is set for 
the “closing” of the transfer books of the 
issuing corporation. On and after that date, 
the stock sells, “‘ex-dividend,” which means 
that the buyer is not entitled to the dividend, 
as declared, but forfeits it in favor of the 
holder up to the last day on which the stock 
was selling “dividend on'—that is, entitled 
to the disbursement. The market price of a 
stock generally adjusts itself to the payment 
of a dividend, the “‘ex-dividend” price being 
lower than the last “dividend on” price by 
the amount of the dividend. 


8. 

“Not entitled to subscription rights." The 
term “ex” is frequently applied to securities 
and, in general, means that the price has been 
discounted by the amount of some stipulated 
happening. 


9. 
-An assessment; a humorous term for the 
opposite of a dividend. 


10. 

A legal “‘let-out,” standing for “errors and 
omissions excepted,” attached to brokerage 
statements and other accounts to cover pos- 
sible errors. 








The Magazine of Wall Street has compiled 
a list of books on speculation, Economics 
and Business subjects published by other 
companies. All of these books have been 
read by our Staff of experts and we heart- 
ily recommend them to our readers. We 
invite further correspendence about this 
list. Address your inquiries care of Book 
Department. 
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[ESSENTIAL SERVICE 


{N. 19 STATES 





‘MIDDLE ‘WEST 
‘UTILITIES COMPANY 
Notice of Dividend 
on Prior Lien Stock 


The Board of Directors of 
Middle West Utilities Com- 
pany has declared a quarterly 
dividend of Two Dollars 
($2.00) upon each share of 
the outstanding Prior Lien 
capital stock, payable June 
15, 1927, to all Prior Lien 
stockholders of record on the 
Company’s books at the close 
of business at 5:00 o'clock 
P. M., May 31, 1927. 
EUSTACE J. KNIGHT, 
Secreta y. 


==] 


The North American 
Company 


QUARTERLY DIVIDEND No. 93 
ON COMMON STOCK 
A Quarterly Dividend of 2%4% on the 
Common Stock will be paid on July 1, 1927, 
in Common Stock, being at the rate of 1/40th 
of one share for each share held of record 
at the close of business on June 6, 1927. 


QUARTERLY DIVIDEND No. 24 
ON PREFERRED STOCK 
A Quarterly Dividend of 1%% (75¢ a 
share) on the Six Per Cent. Cumulative 
Preferred Stock will be paid on July 1, 1927, 
to stockholders of record at the close of 
business on June 6, 1927. 
ROBERT SEALY, Treasurer. 


New York, May 16, 1927. 
























































GUANTANAMO SUGAR COMPANY 
The Board of Directors has this day de- 
clared a Dividend of two dollars ($2.00) per 
share on the Preferred Stock, for the quar- 
ter ending June 30, 1927, payable July 1, 
1927, to stockholders of record at the close 
of business June 15, 1927. The transfer 
Books will not be closed. 
JOHN WOLLPERT, Secretary. 
New York, May 12, 1927. 











KEEP POSTED 


FOR INCOME BUILDERS 
This booklet describes a practical partial 
Payment Plan, whereby sound securities may 
be purchased through monthly payments of 
as little as $10. Shows how a permanent, 
independent income may be built through 
the Systematic investing of small sums set 
aside from current earnings. Ask for 318. 


FORGING AHEAD IN BUSINESS 
is a cheerful, helpful book. It explains how 
for more than 18 years the Alexander Han- 
ilton Institute has helped men shorten the 
path to success. If you are ambitious to 
succeed in business, send for your free copy 
330. 
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| $1.25 per 1000 
N LOTS OF 50. 

25,000 at $1.50—12,500 at $1.75 or 

6,250 our Minimum at $2.25 per 1000 
| Complete—Delivered in New York 
ON OUR 20 LB. WHITE 
| PARAMOUNT BOND 

A Beautiful, Strong, Snappy Sheet 
| HIGHEST GRADE ART WORK AND ENGRAVINGS 
E GEO. MORRISON COMPANY 








552 West 22nd St. New York City 
SEND FOR BOOKLET OF PAPER AND ENGRAVINGS 


ORr— 
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West Penn 
Railways Company 


NOTICE OF DIVIDEND 


The Board of Directors of West Penn 
Railways Company has declared quar- 
terly dividend No. 40 of one and one- 
half (13%4%) per cent. upon the 6% 
pine nage . ay omg Jet for the 
quarter ending June 15, 1927, payable 
June 15, 1927, to stockholders of rec- 
4 at, the close of business on May 


G. E. Murrig, Secretary. 











Underwood Typewriter 
Company 


The Board of Directors of the Under- 
wood Typewriter Co. at its regular meet- 
ing, held May 12th, 1927, declared a 
regular quarterly dividend ’ of $1.75 per 
share on the Preferred and $1.00 per share 
on the Common Stock of the Company, of 
the par value of $25.00 each, payable July 
oo ian’ to stockholders of record June 

The Board also declared a quarterly 
dividend of $1.75 per share on the Pre- 
ferred and $1.00 per share on the Common 
Stock of the Company, of the par value 
of $25.00 each, payable October ist, 1927, 
to, stockholders of record September 3rd, 


D. W. BERGEN, Treasurer. 





The Mengel Company 


The Board of Directors of The Mengel 
Company, May 5th, 1927, — the regu- 
lar quarterly dividend of 1%% on the Pre- 
ferred Capital Stock of the Company, pay- 
able June ist, 1927, to Stockholders of 
—" at the close of business May i6th, 


J. C. DORMAN, Secretary. 
Any Preferred Stock to be transferred 
should be sent to this office, Eleventh and 
Dumesnil Streets, Louisville, Ky. 
a oA a ia Secretary. 
nite, Ky., May 5th, 1927 


Te Miller Rubber Company 


fe PREFERRED DIVIDEND No. 29 

regular quarterly dividend of $2.00 per 
Share has been declared on cutetandiog 
Preferred shares, payable June 1, 1927, 


on stock of record at the cl f iness 
May 10, 1927 the close of bus 





WM. F. PFEIFFER, 
Treasurer. 


MAY 21, 1997 


“MLE.S.” BOND AND STOCK RECORD 


A proven LOOSE-LEAF system for keeping your 
own investment and sales record. Simple yet 
comprehensive. A valuable help when making 
your income tax return. Size of leaf, 9144” x 12”. 
Furnished in the following styles: 
Paper Cover $.50 each prepaid 
Stiff Cover 1.60 « " 
Imitation Black Leather 
(Ring Binders) A gt 
Send for Descriptive Information MW. 


M. E. STRAUSS, 33 W. 91st Street, N.Y.C: 





The Real Estate Educator 
The New Revised Edition, 1927, contains 
ers’ 





roperty; Law of Real Estate; How 
to Advertise Real Estate; 1 Forms; 
Commissions to Agents; Savings and Loan 
Associations; ‘‘Don’ts’’ in Contracts, ete., 
and other useful information. 288 pages. 
Cost returned if not satisfactory. Cloth. 
Postpald $2. Agents wanted. Liberal terms. 
M. W. CAREY & COMPANY OF N. Y. 


510 AMSTERDAM AVE. NEW YORK 
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United Cigar Stores 
Company of America 





Common Stock Dividend 
No. 59 


The Board of Directors have 
declared on the common stock 
of the company a quarterly 
dividend of 2 %(50 cents a share) 
in cash, and 1% % in common 
stock, both payable June 30th, 
1927, to holders of record June 
10th, 1927. 
GEORGE WATTLEY 
Treasurer 








May 9, 1927 

















CParamount GPiclures 


PARAMOUNT FAMOUS LASKY CORPORATION 

COMMON DIVIDEND 

PLEASE TAKE NOTICE that the 

—_ of Directors has this day declared 

the regular quarterly dividend of $2.00 per 

share on the Common Capital Stock of this 

Company, payable July Ist, 1927, to 

stockholders of record at the close of 
business on June 15th, 1927. 

ELEK JOHN LUDVIGH, 
May 9th, 1927 Secretary. 





MARTIN-PARRY CORPORATION 
New York, N. Y., April 27th, 1927 
The Board of Directors of the Martin- 
Parry Corporation has this day declared a 
dividend of Fifty (50c) Cents a share on 
the capital stock of the corporation, pay- 
able June list, 1927, to stockholders of 
record May 16th, 1927. The transfer books 
will not be closed. 
F. M. SMALL, President. 





Federal Light & Traction Co. 


Preferred and Common Stock Dividends 
52 William St., New York, May 4, 1927. 


The Board of Directors has this day 
declared the Regular Quarterly Dividend 
of One Dollar and Fifty Cents ($1.50) per 
share on the Preferred Stock of Federal 
Light & Traction Com 7, Payable on 
June 1, 1927 to the Stockholders of record 
as of the close of business May 14, 1927. 


The Board of Directors has also this day 
declared the Eighteenth Quarterly Divi- 
dend, at the rate of Thirty-Five Cents 
(35c) per share, upon the Common Stock 
of the Company. Such dividend is pay- 
abla Twenty Cents (20c) in cash and 
Fifteen Cents (15c) per share (1/100 of 
a share) in the Common Stock of the 
Company. This dividend is payable on 
July 1, 1927, to the Common Stockholders 
of — at the close of business June 

No certificate of Common Stock will be 
issued for less than one (1) share. For 
fractional shares scrip will be issued and 
will be exchangeable for stock at the office 
of The New York Trust Company, 100 
Broadway, New York, N. Y., upon sur- 
render in amounts ageregating Fifteen 
Dollars ($15.00) or multiples thereof. No 
dividends will be paid to the holders of 
scrip but all dividends on the stock repre- 
sented by scrip will be payable to the first 
registered holder of the stock, 


Checks for the cash dividends and cer- 
tificates and/or scrip for the stock divi- 
dend will be mailed. 

The transfer books will not be closed. 


J. DUNHILL, Secretary and Treasurer. 








May 12, 1927. 
The Board of Directors of the Metro- 
Goldwyn Pictures Corporation has de- 
clared a quarterly dividend of 1%% on the 
preferred stock of the company, payable 
June 15th, 1927, to stockholders of record 
at the close of business on May 28th, 1927. 

Checks will be mailed. 
DAVID BERNSTEIN, Treasurer. 








Fairbanks, Morse & Co. 
Preferred Dividend 


Notice is hereby given that the regular 
quarterly dividend of One and three-quar- 
ters per cent (1%%) has been declared on 
the outstanding 7% preferred stock of this 
company, payable on June ist, 1927, to 
stockholders of record at the close of busi- 
ness on May 14th, 1927. 

The transfer books will not close. 

F. M. BOUGHEY, 
Secretary. 
Chicago, Illinois 
May 3rd, 1927 


CANADIAN PACIFIC RAILWAY COMPANY 


Dividend Notice 


At a meeting of the Board of Directors 
held today a dividend of two and one-half 
per cent on the Common Stock for the 
quarter ended 31st March last was de- 
clared from railway revenues and Special 
Income, payable 30th June next to Share- 
holders of record at three p.m. on Ist 
June next. 

By order of the Board. 


ERNEST ALEXANDER, 
Secretary. 
Montreal, 4th May, 1927. 
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$30,000,000 
Empire Oil and Refining Company 


First Mortgage and Collateral Trust 51% Gold Bonds, Series of 1927 
To mature April 1, 1942 


Price 96 and interest, yielding over 5.90% 


To be dated April 1, 1927. Interest payable April 1 and October 1 at the office of Halsey, Stuart & Co., Inc., Chicago, and at 
the agency of the Company in New York, without deduction for any Federal income tax now or bbereafter deductible 
at the source, not in excess of 2% per annum. Coupon bends in interchangeable denominations of $1,000, $500 and 
$100, registerable as to principal and interchangeable with fully registered bonds of $1,000 and multiples and redeemable. 


Application will be made in due course to list these bonds on the New York Stock Exchange 


A sinking fund sufficient to retire annually $1,200,000 of bonds will be provided, operating quar- 
: through Halsey, Scuart & Co., Inc., beginning October 1, 1927, which it is calculated will setire 
of the bonds of the Series of 1927 before maturity. The Company will have the right to anticipate 

its sinking fund obligation or to surrender bonds in satisfaction thereof. 


A letter from Mr. Henry L. Doherty, President of the Company, has been summarized by him as follows: 


The Company: Empire Oil and Refining 
Company will acquire, directly or through 
subsidiaries, substantially all the oil proper- 
ties formerly owned by Empire Gas and Fuel 
Company (Delaware) and its subsidiaries, ex- 
cept Indian Territory Illuminating Oil Com- 
pany. The business is a complete unit in the 
oil industry, including the fa essentials— 
production, transportation, refining and mar- 
keting. 

Thepropertiesincludeover 3,2000il wells, the 
gross production of which, during the first quar- 
ter of 1927, averaged 30,000 barrels of crude oil 
daily. Four refineries with a daily capacity of 
approximately 20,000 barrels of crude oil are 
located at Ponca City, Okmulgee and Cush- 
ing, Oklahoma, ana Gainesville, Texas. Fifteen 
absorption and compression gasoline eH 
are operated, the daily production of which 
was approximately 70,000 gallons of high 
grade gasoline during the first quarter of 1927. 
Transportation of crude oil is provided through 
a subsidiary owning over 850 miles of oil pipe- 
lines, connecting various producing wells 
owned and also wells of others with the above- 
mentioned refineries. Approximately 2,300 
tank cars are operated under lease from 
affiliated companies. Over 500 tank and gaso- 
line service stations, located in 12 states, are 
owned and distribute petroleum products. 


Security: These First Mortgage and Collat- 
eral Trust Gold Bonds will, in the opinion of 
counsel, be sec::red (subject only to purchase 
money and existing liens, if any, on hereafter 
acquired property) by a direct first mortgage 
on all the fixed properties of Empire Oil and 
Refining Company to be presently owned and 
hereafter acquired, and by a first lien upon 
all stocks of subsidiaries to be presently 
owned and hereafter acquired by Empire Oil 
and Refining Company. The Indenture will 
contain special provisions, designed to facili- 
tate the conduct of the business, for the re- 
lease and dispositionof leasehold properties for 


such consideration, if any, as the Company 
may determine. The Indenture will contain 
provisions restricting the issuance of addi- 
tional bonds. 


Earnings: The consolidated net earnings of 
the properties and subsidiaries to be presently 
owned, after all deductions except interest, 
reserves for depreciation and depletion and 
Federal income taxes, for the two years ended 
November 30, 1926, as certified by indepen- 
dent auditors, average $12,049,526 annually. 
The Company reports such earnings for the 
twelve months ended March 31, 1927, as 
$13,125,175. The annual interest require- 
ments on these bonds will be $1,650,000. 

The consolidated balance sheet of the 
Company, as of November 30, 1926, adjusted 
to give effect to this financing and other changes 
agreed to be made, as certified by independent 
auditors, shows current assets of $18,118,958, 
as compared with current liabilities of $1,463,- 
951. The Company reports the corresponding 
figures as of March 31, 1927, as current assets 
of $15,601,521 and current liabilities of $2,600,. 
531 an amount approximately equal to the 
change in net current assets having been ex- 
pended for construction. 


Ownership: All the common stock of the Com- 
pany, except directors’ qualifying shares, will 
be owned by Empire Gas and Fuel Company, 
the largest subsidiary of Cities Service 
Company. The latter company has over 
120,000 holders of its outstanding stocks 
and is one of the most important holding com- 
panies in this country for public utility and 
petroleum corporations. Its outstanding stocks 
have a total indicated market value, based on 
current quotations, in excess of $250,000,000, 


Management: The Management of Empire 
Oil and Refining Company is supervised (un- 
der the direction and control of the Board of 
Directors of the Company) by Henry L. 
Doherty & Company. 


A circular more fully descriptive of these Bonds will be sent upon request 


Halsey, Stuart & Co. 


Incorporated 


E. H. Rollins & Sons 
B. Leach & Co., Inc. 
A. G. Becker & Co. 


Federal Securities Corporation 


Shien bent are offered for 
made on or abou! 
(2) at theo pe ak 


terim 
tien date less the 
tion which 


New York. Mav 11, 1927. 


Spencer Trask & Co. 
W.C. Langley & Co. 
Hill, Joiner & Co., Inc. 
Henry L. Doherty & Co. 


deposit of an 
Series A, 7eGedent0a7; yoo 


a Ge due 1028. ean a will entitle the holder to receive 
crisn ifcate of the described and Gb) cashequal to thecal price of the 
Stead one accrued <p early the same date. Ar stabemente herein are official or are 
not 


Hallgarten & Co. 
Cassatt & Co, 


if issued and accepted by us and subject to approval of counsel. Delivery is expected to be 
t the pa 2s. a “ing fon form ae is, ngnne the deposit against ss em in epee — accrued interest to “map ecenpeld date; or 


ual principal a: t of any of the followin; to 
= THs due 1937; 6 OM due 1941 and Kansa: Mahon Gas Com 
poe athe oye bond is issued and accepted by us (a) = 
ited with accrued interest to the redem 

are based on inlorsmm: 
have relied upon them in the purchase of this security. 
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Paine, Webber & Co. 






































QUALITY -STANDARDS 


WHAT OTHERS HAVE DONE 
YOU CAN DO 


If other Insurance Companies, Industrial Corporations and Public Utilities 
have standardized their business papers, so can you. 

If this standardization has saved them money—added to which it has sim- 
plified their paper buying, eliminated duplication and waste, and given 
them greater paper utility—it can do the same for you. 


Here are two typical cases from - 


among the hundreds with whom we 
have worked— which illustrates what 
this standardization means. 


Case No. 1—A firm had one hun- 
dred and eighteen ledger forms printed 
and ruled on fifty-four grades of Ledger 
Paper. Analysis showed that only 
three were necessary, as these ledger 
forms grouped themselves into temp- 
orary, semi-permanent and permanent 
classifications. Many can now be print- 
ed and ruled together. Estimated sav- 
ing in paper and printing —$3,200.00 

Case No. 2—A nationally known 
food manufacturer used for semi-per- 
manent forms four grades of Bond 
Papers selling from 28c. to 41c. Stand- 
ardization brought out the fact that a 





21c. paper would meet every service re- 
quirement and he saved from 7c. to 20c. 
per pound. 

We offer you this service—without 
cost—a complete service which com- 
prehends the standardization of paper 
for letterheadings, forms, ledger sheets 
and card indexes employed in your 
business. It includes a thorough analy- 
sis of your individual paper problems 
and provides you with a comprehen- 
sive report which establishes quality- 
standards, and fixes price limitations. 

Because of the scope of this service, 
it is rendered to not more than 200 
firms or corporations in a period of 12 
months, due to the labor involved. 

A letter, addressed to us will bring 
full particulars. 


—————S—>= 


: The Right P Paper § 
4 for the purpose y) 











AMERICAN WRITING a ComMPANY, INC., 


Makers of Eagle-A Writing, Printing, Specialty and Industrial Papers 





Holyoke, Massachusetts 











a ee ee 























HEY desetve better than stifling city streets. 42% Why not treat 

9 your wife and children to a real vacation this summer? Take : 

CII. them on a healthful, never-to-be-forgotten cruise over blue-green 

waters, 42% Think what such a trip would mean to them! Cool days and cooler nights ¢434 

invigorating sea breezes E4281 a carefree life in the open! Fishing, bathing and countless 

other outdoor sports! fade} You can travel over free sea lanes instead of dusty, traffic-jammed 

highways. You can visit picturesque spots never seen by the motorist. You can get away 

from everything and everybody. You can forget your cares and business worries. tata 
Start planning now for joyous days on summer seas. Write for pamphlet MW which describes — 
in detail the latest models of standardized cruisers. www tat} wrew edie WO 


Every Elco Cruiser is a real “Home Afloat” with comfortable berths, a serviceable galley and all the other comforts and ] 
conveniences to be found ashore. And remember —motor cruising is surprisingly inexpensive ... well within your means. 


STANDARDIZED CRUISERS 
Built since 1892 


PORT ELCO—247 Park Avenue, at 46th Street, New York City : 


: Sales Office and Motor Boat Exhibit 











